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Employers and Mobil/ telephone 

unions set deadline grou/s agree to 
to end Denmark’s develop systems to 
national strike a snared standard 


Attempts to break trie deadlock in 
Denmark’s national strike gathered 
pace after union leaders and 
employers set an informal deadline 
for trying to resolve the ftve-day- 
old dispute. Page 2 

KMyenkn appoints technocrats / 

Sergei jOriywiko, Russia's prime / 
minister, appointed another 11 / 
ministars to his slimmed -down / , 
government, giving it a more / / 
youthful and technocratic look. / 
Page 2 j 

US antt-gtm group targets S8W / 

Silent March, the US anti-gin \f 
organisation, will today lay 5^95 
pairs of children's shoes outride 
the headquarters of Smith & 
Wesson, the gun manufac&rar, to 
represent the number of cfciWren 
killed in shootings in the US 
between 1986 and 1995 
Page 14 

UK government warns Shin F6in 
The UK government warned that 
Sinn F&n could no* “pick and 
choose’ from the I'Jorthem Ireland 
peace accord, alter the IRA. its 
military wing, announced it would 
not decommission its arms. 

Page 8 

Goman far-right set to march 
The tar-right German NPD party 
was granted permission to hold a 
rally m Leipzig after city leaders 
tried to ban the march because 
they feared clashes with anti-Nad 
, protesters. 

Japansse must lose holiday choice 

Japanese workers must take holi- 
days when it suits their employers, 
a Tokyo court has ruled. The court 
backed an employer who fired a 
member of staff for taking a 
month-long holiday. Page 5 

US pursues China aver 'rule of taw’ 
Madeleine Albright, US secretary of 
state, In d ic a ted that China's pursuit 
of the ’rule of law” is to become a 
key issue In Its bilateral relations 
with the US and at a presidential 
summit In June. Page 5; Editorial I 
Comment, Page 13 

Turkey attacks Kunfish separatists 

Turkish military officials said 
thousands of troops were engaged I 
In one of the country's biggest 
offensives against Kurdish separat- 
ists in the mountains of the south- I 
east. 

UK In chBd labour initiative 

British businesses are being 
encouraged not to exploit child 
labour - through a jomt initiative 
involving Unicef. the United 
Nations Children's Fund, the UK 
government and the Confederation 
of British Industry. Page 4 

US suit filed over sanctions 
A US industry group filed a suit 
challenging the right of slates and 
localities to impose economic 
sanctions for foreign policy 
purposes. Page 4 

Fears dismissed on tobacco deal 
Proposed restrictions on the 
tobacco market being considered 
by the Senate would not lead to a ; 
substantial black market in 
cigarettes provided a suitable 
regulatory system was put in place. | 
said Lawrence Summers, deputy 
US Treasury secretary. Page 6 


Eubpean and Japanese mobile 
alone groups have shuck a deal 
j rat will hasten the day when sub- 
scribers can use their handsets 
Anywhere in the world. They are to 
co-operate on developing mobile 
systems based on a common stan- 
dard. Page 14 


/Anatoly Cbubtes, Russia’s former 
first deputy premier, is to head 
huge electricity generator Unified 
Energy Systems. Page 2 

McDonald's chief executive 
Michael Quinlan is to hand leader- 
ship of the world's biggest fast- 
food chain to Jack Greenberg, 
head of toe company's US 
operations. Page 15 

EM! shares leapt 99Vjp to 607 top 
after toe big UK music group con- 
firmed an approach from a pro- 
spective bidder, believed to be 
Canada's Seagram. Page 15 

PacifiCorp quit the takeover battle 
for UK energy supplier Energy 
Group, leaving the field to Texas 
Utilities, its US rival. Page 15; 
Comment, Page 20 

United Airlines and Delta Air Lines 
are to form an alliance If their 
pilots' unions approve. Page 15 ; 
Background, Page 18 

British Petroleum is set to enter 
Venezuela's vehicle fuel market 
after receiving government permis- 
sion this week. Page 18 

MCI Commuihcatians of toe US 
said demand for data and internet 
services generated half its first- 
quarter sales growth. Page 18 

Hapag-Uoyd, German shipping and 
tourism group, aims to boost con- 
tainer business volumes by 27 per 
cent this year. Page 19 

Japanese corporate yen bond 

issues reached a record V8,800bn- 
worth (S87bn) in toe 1997 tax year, 
a 56 per cent increase on 1996. 
Page 15 

, Investec, South African financial 
services group, launched a £428m 
(S715m) agreed Wd for Hambros, 
toe once illustrious UK bank. Page 
, 20; Observer, Page 13 

KDD, Japan's biggest International 
telecoms operator, Is postponing 
its planned merger with domestic 
long-distance operator Teteway to 
i iron out differences. Rage 16 

South Korea’s restructuring win 
continue although the financial sit- 
uation has improved. The won has 
i strengthened and this week 
reserves topped S30bn . Page 5 

ABS-CBN, the Philippines’ biggest 
media group, fitted first-quarter 
profits by 25 per cent year-an-year 
to 309.5m pesos ($7 -7m) on 38 per 
stronger revenues. Page 16 

Japanese companies' fosses on 
securities are set to hit a five-year 
high in the coming results season. 
Page 16 

World Equity Markets 

Tie latest trends and data from more 
than 50 national markets at a 00nce 
?age 33 
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Blair to mediate in ECB dispute 

UK PM seeks to break deadlock between France and other EU countries over bank's presidency 


By our I n tern a ti onal and political 
staff 

Tony Blair, the UK prime 
minister, will arrive in The 
Netherlands today and make a 
final attempt to resolve a dispute 
over the presidency of the future 
European Central Bank before a 
special summit of the European 
Union this weekend. 

The EU summit to ehoo6e the 
members of the single currency 
and appoint the president of the 
bank begins in Brussels later 
today. Mr Blair, who holds the 
rotating presidency of the EU, 
will try to arrange a deal with 
Wim Kok, the Dutch prime minis - 
ter. 

One compromise being dis- 


cussed Is a gentleman's agree- 
ment under which Mr Wim Dnis- 
enberg, the Dutch candidate, 
might agree to step down after 
serving part of the full eight-year 
term, enabling Jean Claude Trlc- 
het, the governor of the Bank of 
France, to sreped him. 

A second op^ understood 
to Include provystfos &r an age 
limit for ECB i&ecutfVes that 
would In effect reduce the term 
of the 63-year-old Mr Dulsenberg. 

According to a UK gover n ment 
member, the mam opposition to 
these compromises Is coming 
from the French president, Jac- 
ques Chirac, who wants Mr Tric- 
het's succession to be made more 
explicit 

“[Lionel] Jospin [the French 


premier] and the rest of the gov- 
ernment are on board," he said. 

In Paris yesterday, French offi- 
cials i nsisted the problems were 
soluble and that the real obstacle 
was not the deal itself but the 
fa ft that the Dutch did not want 
a compromise to be so clearly 
visible in the final days before a 
general election an May 6. 

"There is no reason why an 
intelligent agreement cannot he 
reached in Brussels at the EU 
summit ttri« weekend," an ofHriai 
familiar with the negotiations 


French officiate said it would 
not be too dramatic if they failed 
to reach an agreement on the 
ECB presidency at the weekend 
summ it launching the euro. But 


they said France would do every- 
thing to ensure 8 satisfactory 
deal was achieved. 

The compromise formulas are 
bound to dismay central bankers 
and cause concern in financial 
markets over the crediWBty and 
Independence of the ECB. 

The Bundesbank yesterday 
warned EU leaders against a deci- 
sion which would breach the 
Maastricht Treaty and damage 
the credibility of the euro. 
According to the treaty, the ECB 
president must serve a Ml non- 
renewable term. 

Hans Tietmeyer, president of 
the Bundesbank, said; "The 
Bundesbank expects that deci- 
sions will be reached which are 
in line with the treaty and 


strengthen confidence in the sta- 
bility policy of the European Cen- 
tral Bank.* 

Meanwhile, Helmut jCnhi, the 
German diaaceflor.is understood 
to have spoken to Mr Chirac on 
the Issue. 

Additional obstacles ’’to a deal 
emerged yesterday. The Euro- 
pean Connnissibn has concluded 
that members ttf the JSCB’s board 
cannot -he promoted to the ECB’s 
^presidency. 

• It would therefore, be impossi- 
ble for Mr Trichet to succeed to 
the presidency of the ECB after 
first serving on the band, an out- 
line compromise which has been 
mooted in recent day* - 

Etitorial commit, Page 13 


US markets surge as GDP 
rises and inflation stays low 


By Gerard Baker In Wasftngtaa 

US economic growth accelerated 
in the first three months of the 
year while inflation all but disap- 
peared, dispelling fears that the 
Federal Reserve might raise 
interest rates soon. 

In the strongest evidence yet 
that the US economy is enjoying 
an extended period of inflation- 
free growth, the Commerce 
Department said gross domestic 
product surged at a seasonally 
adjusted annual rate of 4.2 per 
cent in the first quarter - the 
sixth straight quarterly increase 
of more than 3 per cent. 

But prices rose at an annual 
rate of just 0.9 per cent, the low- 
est increase in 34 years. Domestic 
prices were unchanged - the first 
time inflation has been absent 


from the figures since 1954. 

Financial markets leapt follow- 
ing tile news. At lpm the Dow 
Jones Industrial Average was up 
165 points at 9,116, reversing 
Monday’s big loss, which fol- 
lowed reports that the Fed might 
be about to raise Interest rates. 
The benchmark 30-year Treasury 
bond rose by lfi, pushing the 
yield down to 5.96 per cent from 
Wednesday's 6.07 per cent 

Investors were also encouraged 
by another closely watched eco- 
nomic report suggesting that 
labour costs, a good indicator of 
future price increases, deceler- 
ated in the first quarter. The 
Employment Cast Index, which 
measures the movement of sala- 
ries and employee benefits, rose 
by 0.7 per cent in the three 
months to March, down from 1 
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per cent In the last reported quar- 
ter, the Labour Department sakl. 

"There is no clarion call in 
thesa data far the Fed tO H ghfam 
monetary policy. Current infla- 
tion, and advance indicators of 
inflat ion and labour costs, are 
not at a level where immediate 
Fed action is likely," said Rich- 
ard Berner, chief economist at 
Mellon Bank in Pittsburgh. 

US newspapers reported this 
week that the Fed had shifted 
towards a policy trim in favour of 
raising rates, as economic growth 
continued unabated in spite of 
the expected damping e ff e c t s of 
the Asian financial crisis. 

But yesterday’s figures demon- 
strated that behind the growth in 
GDP there was a divergence 
between domestic and external 
demand. Consumer sp ending 
surged at an annual rate of 5.7 
per cent and residential construc- 
tion jumped by 17.6 pec cent. 
Investment in capital equip ment 
rose 29 per cent, as companies 
poured money into information 
technology Mated equipment 

But exporters and companies 
facing competition from imports 
suffered as the Asian crisis and 
the strong dollar hit domestic 
o u tpu t Exports fell by an esti- 
mated 3.4 per emit the biggest 
drop for nearly five years, while 
Imports rose by 1L8 per cent 

Lax, Page 14 
Worid stocks, Page 34 
Bonita, Page 22 
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BAe agrees £269m 
for stake in Saab 


By Alexander fficofl in Loo dm and 
Ttai Bait In StocMnhn 

The consolidation of Europe's 
defence manufacturers gathered 
pace yesterday as British Aero- 
space agreed to pay £26Sm 
(5449m) for a 35 per cent stake in 
Saab, the Swedish military air- 
craft maker. 

The Investment is the latest In 
a flurry of deals in which British 
defence companies have extended 
links with partners In Europe. It 
follows separate plans by GKN 
and General Electric Company to 
ally with divisions of Finmeccan- 
ica of Italy. 

The transaction is likely to 
increase pressure on Aerospatiale 
of France and Daimler-Benz 
Aerospace of Germany. They are 
locked in negotiations with BAe 
and with governments on how to 
form a single European aircraft 
manufacturer that can compete 
with huge US rivals. 

BAe Is also in discussions on 
forming alliances with Alenia, 
part of Finmeccanica, and with 
Casa of Spain, although no agree- 
ments are thought to be immi- 
nent. It is stepping up links with 
Dassault of France on research 
into technology for the next gen- 
eration of combat aircraft 

Its agreement with Saab 
increases the Importance of the 
Gripen, a fighter made by Saab, 
as part of a developing family of 
European combat aircraft. It is 
larger than BAe's Hawk but 
smaller than the Euraflghter, in 


which BAe is a partner. BAe and 
Saab have a joint venture to man 
ket the Gripen outside Sweden, 
but it has so far made no sales. 
City analysts said the companies 
will hope to apply BAe's lean 
manufacturing and purchasing 
techniques to make the Gripen 
cheaper and more marketable. 

Saab had an order book of 
SKr27bn [$3-5bn) at the end of 
1997. It made 1997 profit of 
SKr576m, excluding a SKr5.4bn 
provision for regional aircraft 
activities, on sales of SKr8.67bn. , 

It has been through an exten- 
sive restructuring including the 
separation of automobiles from 
aerospace interests and a deci- 
sion last year to cease making 
regional aircraft. 

BAe’s Investment is part of a 
broader reorganisation of Saab’s 
shareholding structure which 
will see a rights issue to share- 
holders in its owner. Investor, 
the main investment vehicle of 

Sweden's Wallenberg business 
empire. 

The Swedish owner said BAe’s 
stake would underpin a SKriObn 
valuation for Saab when it is 
floated on the stock market later 
this year. 

Claes Dahlb&ck, Investor's 
chief executive, said the group 
would remain the "leading 
owner” by retaining 36 per cent 
of the voting rights and 20 per 
cent of the equity. BAe will have 
35 pa- cent of the voting rigbts- 

Esrops *10051 not bar US', Page 8 
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EUROPE 


Chubais named to head electricity giant 


By Jota Ttnxubifl fat Moscow 

Anatoly Chubais, Russia’s 
former first deputy prime 
ndaister, has been appointed 
chief executive of Unified 
Energy Systems in a move 
which has delighted foreign 
investors in the pa nt elec- 
tricity generator but dis- 
mayed his domestic rivals. 

As chairman of UES's 
management board, Mr Chu- 
bais will assume prime 
responsibility for - what one 


analyst has called - "the big- 
gest corporate restructuring 
in the world". The compa- 
ny's shares rose 45 per cent 
on the news. 

UBS. which runs 27 of Rus- 
sia’s 34 largest power plants 
and is still &per cent state 
owned, is we of the coun- 
try’s most valuable compa- 
nies but has been plagued by 
financial problems caused by 
non-payment of bills. Pay- 
ment arrears to all Russia's 
electricity groups were at 


the beginning of the year. 

Mr Chubais, who. has teen 
Russia’s most high-profile 
reformer over the past six 
years, said the whole econ- 
omy would benefit from a 
successful restructuring of 
UES. "The electricity sector 
is very complex but much of 
the rest of the economy 
depends upon it,” be said. 

Sergei Kiriyenko, the 
recently-installed prime min- 
ister, left Mr Chubais in no 

doubt about the urgency of 


getting to grips with UES. Tf 
flhufrek manages fhi* tack 
then he will work for longer. 
If not, then he will be sacked 
from this post in the 
autumn," Mr Kiriyenko said. 

Mr Chubais, who was 
tainted by a corruption scan- 
dal last year and dismissed 
from government last month, 
said unnamed political 
forces had fought hard to 
scupper his appointment and 
were itching for him to fafl- 

Some of Russia's rival 


power brokers seemingly 
fear -Mr Chubais could turn 
UES into a political machine 
for the next presidential 
elections. But foreign Inves- 
tors. who are believed to 
own about 30 per cent of 
UES’s equity, welcomed Mr 
Chubais's appointment 
"This is brilliant news," 
said Derek Weaving, Russian 
utilities analyst at Deutsche 
Bank. "There are plenty of 
people at UES who know 
how to produce electricity 


Russian PM presents slimline government 


By John ThornfaB 

Sergei Kiriyenko, Russia's 
prime minister, yesterday 
appointed another li minis- 
ters to his slimmed -down 
government, giving it a more 
youthful and technocratic 
look. 

The most important 


Russia set 
to sign 
Caspian 
deal 

By Anffiony Robinson 


Russia and Ka«akhsbm are 
expected to sign in July a 
bilateral agreement an divid- 
ing up the oil and gas rich 
Caspian sea. 

Anvar Saidenov, the 
recently appointed head of 
the Kazakhstan state invest- 
ment committee, there 
were "no major problems" 
with the deal, which was 
originally due to be signed 
on April 28. 

The deal is set to be signed 
at a meeting between Presi- 
dent Boris Yeltsin and Nur- 
sultan Nazerbayev, bis Kaz- 
akh counterpart, in Almaty, 
Kazakhstan’s capita]. 

Speaking at a Kazakh on 
and gas conference in Lon- 
don, Mr Saidenov added that 
the Russians had said they 
were still experiencing 
“internal procedural prob- 
lems" which meant they 
could not sign the deal 
straight away. 

Russia, together with Iran, 
has been reluctant to con- 
cede the principle of division 
of the sea-bed. 

Russia wants as much Cas- 
pian oil and gas as possible 
to flow through Russian 
pipelines and ports and fears 
that agreement on the Cas- 
pian sea regime will give the 
green light to rival pipeline 
routes. 

The proposed agreement 
follows Russia's acceptance 
of a compromise formula 
under which the Caspian 
sea-bed will be divided up 
among all five littoral states. 

International oil compa- 
nies and investors are seek- 
ing the maximum diversity 
of pipeline routes and the 
Kazakh government is cur- 
rently evaluating six poten- 
tial routes. 

Azerbaijan and Kazakh- 
stan are already pushing for- 
ward with oil and gas pro- 
jects in their claimed 
segments and Turkmenistan 
agreed to a sectoral share 
agreement last year. 

Amoco, the US oil com- 
pany. is pushing hard for a 
S4OOm-SSO0m project to ship 
up to 25m tons of crude 
annually across the Caspian 
in special oil barges. 

"Using locally built barges 
and existing infrastructure 
would be cheaper, more eco- 
nomic and more flexible 
than a pipeline,” said 
Thomas Egelston, vice-presi- 
dent of Amoco Kazakhstan. 
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appointment was that of 
Oleg Sysuyev, the former 
mayor of Samara, who 
becomes the third deputy 
prime minister with respon- 
sibility for social affairs. 

Mr Sysuyev had occupied 
the same post before the lat- 
est government reshuffle but 
assumes greater prominence 


following the elimination of 
several other senior ministe- 
rial posts. 

In an attempt to give the 
government sharper focus, 
the number of deputy prime 
ministers has been cut from 
nine to three. 

Mr Kiriyenko has also 
eliminated the ministry of 


foreign economic relations 
and the ministry for 
cooperation with the other 
members of the Comma** 
wealth of Independent 
States. . f V 

The final shape of the gov- 
ernment should become 
dear within 10 days. / 
Mr Kiriyenko has been 


keen to tempt more MPa into 
the ' government and 
appointed Oxana Dmitri- 
?>/eva, a member of the par- 
‘ li amentary budget commit- 
' tee, as labour minister. 
But her decision to join the 
government was immedi- 
ately condemned as a mis- 
take by her colleagues in the 


EU SUMMIT AGENDA DOMINATED BY QUESTION OF EUROPEAN CENTRAL BANK APPOINTMENT 


Pressure rises 
on leaders to 
name president 



By Wot^ang Mtachau 
in Brussels 

The only difficult question 
facing European Union lead- 
ers at this weekend's special 
summit in Brussels is the 
choice of president of the 
future European Central 
Bank. 

The rival candidatures of 
Wim Duisenberg, the Dutch 
president of the European 
Monetary Institute, and Jean 
Claude Trlchet, governor of 
the Bank of France, have 
divided France, which sup- 
ports its own national candi- 
date. and Germany, which 
supports Mr Duisenberg. 

Financial markets have 
made up their mind. The 
consensus among financial 
strategists In Europe's finan- 
cial centres favours Mr Duls- 
enberg as first choice, fol- 
lowed by any other EU 
central banker as second 
best. The least desirable 
option would be to split the 
difference, under which Mr 
Duisenberg and Mr Trlchet 
divide the eight-year term. 

Under a proposed formula 
Mr Trichet would join the 
ECB's six-member executive 
board. Should Mr Duisen- 
berg decide to retire early, 


Mr Trichet would then 
emerge as the natural suc- 
cessor. 

But there are some new 
twists. After yesterday’s offi- 
cial Bundesbank statement 
there is now intense public 
pressure ou the German gov- 
ernment not to accept an 
agreement to cap the eight- 
year presidential term. 

In a separate development 
the European Commission's 
legal service now’ believes it 
to be incompatible with 
European law for an gristing 
member of the executive 
board to be promoted to 
another position on the same 
hoard. The Maastricht 
Treaty says members are 
appointed for a non-renew- 
able term of eight years. 
Commission lawyers argue 
that the Treaty explicitly 
distinguishes between exist- 
ing and new members, so 
that replacements should be 
drawn from a pool of new 
candidates. But there are 
other interpretations. The 
Council of Ministers has 
received different advice 
from its legal service. 

Alison Cottrell. London- 
based international econo- 
mist at PaineWebber, the US 
broker, said: “The worst that 
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but almost nobody who 
unders tands economics. We 
now have a chief executive 
who knows all about busi- 
ness and investors:" 

Boris Nemtsov, the reform- 
ist deputy prime minister 
with oversight of energy 
issues, said Mr Chubais's 
immediate challenges would 
be to develop a single energy 
system in Russia, to lower 
tariffs for industrial users, 
and to increase the compa- 
ny's ftnanHal transparency. 


liberal Yabloko faction. . 

Another surprise appoint- 
ment was that of Sergei 
Generalov as energy minis-, 
ter. Mr Generalov, the 34- 
y ear-old deputy chief execu- 
tive of the Menatep banking 
group, over the minis , 
terial seat vacated by Mr 
Kiriyenko. 
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could possibly happen is for 
the summit to reach agree- 
ment and for the French and 
the Germans to interpret the 
agreement in different 
ways.” 

The question boils down to 
whether personalities mat- 
ter. Central bankers believe 
they do. In the world of cen- 
tral bankers, status derives 
from age and longevity in 
office. Most of the world’s 
best-known central bankers 


- Paul Volcker and Alan 
Greenspan of .‘the federal 
reserve and Karl Otto POhl 
and Hans Ti et me y e r of the 
Bundesbank reached a high 
degree of respect only after 
long periods in office. 

The latest indications are 
that EU leaders would make 
a full eight-year appointment 

- without an implicit or 
explicit split-up option. 

If EU leaders were to agree 
to anything else they might 


temporarily solve a Franco- 
German diplomatic impasse, 
but would create a poten- 
tially more serious problem. 
After having been success- 
fully coopted into support- 
ing the process financial 
markets might suddenly 
decide to become uncomfort- 
ably hostile at a time when 
the EU can least afford it 

Editorial Comment, Page 13 
Pofifical tenyf afi o ns. Page 13 


Only one issue will still bother traders 


By Sbnon Kuper 


Even wilder rumours than 
usual have traversed the 
currency market this week. 
The Brussels summit, it was 
whispered, would admit 
Greece to the first wave of 
European monetary union; 
would revalue the Irish punt 
within the European 
exchange-rate mechanism 
for the second time in six 
weeks: would even revalue 
the Dutch guilder, pegged to 
the D-Mark since 1983. 

None of that seems likely. 
Policymakers from Hans 
Tietmeyer. head of the Bund- 


esbank. to Jacques Santer, 
president of the European 
Commission, have said no 
currencies will be realigned 
within the ERM. Greece, 
which meets none of the 
Emu criteria, will undoubt- 
edly have to wait at least 
three more years for entry. 

“Boredom looks to be the 
most likely outcome of the 
summit," said Mark ClifTe. 
chief international econo- 
mist at HSBC Markets, the 
investment bank. Currency 
traders will enjoy the long 
, holiday weekend in Europe 
without worrying unduly 
that Brussels will turn the 


market on its head. 

Emu achieved its main 
aim. stable exchange rates, 
before it even took place. 
The ll currencies destined 
for monetary union have 
hardly moved against one 
another for two years. 

Governments learned from 
the currency crises of the 
early 1990s, which saw’ the 
pound and lira knocked oat 
of the ERM, and thte time 
chose central parity rates 
which made sense and were 
thus easy to defend. 

Nor does the market 
expect to attack currencies 
in the months before Emu 


begins on January 1, 1999. 
Even if speculators briefly 
dragged down the lira, for 
instance, when Emu started, 
the currency would resume 
its chosen rate. -• -■..*■ 

What seemed inconceiv- 
able in 1982 has happened: 
Emu hag become almost a 
non-event in the foreign 
exchange market 
Just one unresolved Emu 
issue bothers traders: the 
presidency of the European 
central bank (ECB). If tbe 
job went to Wim Duisenberg, 
favoured candidate of all 
European Union states 
except France, the market 


would he reassured that toe 
ECB will take a tough and 
Independent stance against 
inflation. 

That could help the 
DMazk; proxy ; for the .euro 
in tbe currency market.: 
A gainst the dollar. 

However, if any- other can- 
didate got the job, and par- 
ticularly if no one were cho- 
sen, the spectre of a. weak 
ECB might dent toe D-Mark 
modestly. 

Italy, Ireland, Spain or 
Portugal might cut rates just 
after the summit; conceiv-_ 
ably, the Netherlands qr Fin- 
land wight raise them.' 


Worries in euroland over Italy’s need for reform 


Constitutional change in Rome is seen as a guarantee of 
long-term political stability, reports James Blitz 

N ow that Italy is assured ment and an electoral law to whole country." 
its place at toe euro's produce clear majorities. So far, the mai 
birth, European politi- Tbe aim was to end the a deal has come 
cians are switching their practice of installing Berlusconi, the 1 
focus from the reform of short-lived governments leader of Forea It 
Italy’s public finances to which, even today, depend party’s annual a 
another issue that may for support on tiny parties lier this mi 
affect its performance in the such as the Reconstructed demanded wit 
single-currency zone. Communists. reform of the jt 

This Is the fear that Italy There has been progress the price for su 
is entering economic and on issues such as granting constitutional pai 
monetary union without an more powers to Italian Thorough refer 
agreed constitution, a work* regions. But there are signs legal system is 
able judicial system or a that the deadlock, especially needed. According 
firm guarantee of long-term over reform of the judicial tmguished conun 
political stability. system, is concerning Italy's gio Romano, p 

In the two years since future partners in Emu. lawyers won hi; 

Romano Prodi's government On Tuesday, Massimo from the 1970s 3 
took office, Italian politi- D’Alema, leader of the Party rocked by tern 
clans have been trying to of the Democratic Left (PDS) mafia and corrui 
agree a new system of gov- who is chairing the reform “It is time to red* 
eminent that would create a talks, discussed the reforms ance.” he says, 
second republic on the ashes with Helmut Kohl, the Ger* Unfortunately; 
of the first. man chancellor, and Hans corn’s rant again 

The collapse of the old Tietmeyer. toe Bundesbank system is widely 
Christian Democrat-domi- president way of undermin 

nated regime in a »»=■« of “We examined the content utation of Judges 
corruption allegations of the reforms b e ca u se from ting corruption 
between 1992 and 1996 trig- their side there is a lot of a g ainst him. 
gered the call for a new con- interest." Mr D’Alema said. Next month, 1 
stitution - one that would "It is clear toaUf U» politi- wifi be announce 
deliver, among other things, clans allow the reform to toe most serious 
stronger executive govern- tall. It will be a defeat for toe alleged bribery of 


whole country." 

So for, toe main threat to 
a deal has come from Silvio 
Berlusconi, the centre-right 
leader of Forea Italia. At his 
party's annual congress ear- 
lier this month, he 
demanded wide-ranging 
reform of the judiciary as 
the price for supporting a 
constitutional package. 

Thorough reform of Italy's 
legal system Is certainly 
needed. According to the dis- 
tinguished commentator Ser- 
gio Romano, prosecuting 
lawyers won huge powers 


On Tuesday. Massimo from the 1970s as Italy was 
D'Alema, leads' of the Party rocked by terrorism, the 


of the Democratic Left (PDS) 
who is chairing toe reform 
talks, discussed the reforms 
with Helmut Kohl, the Ger- 
man chancellor, and Hans 
Tietmeyer. the Bundesbank 
president 

“We examined tbe content 
of the reforms because from 
their side there is a lot of 
interest" Mr D'Alema said. 
-It is clear that If U» politi- 
cians allow the reform to 
foil. It wifi be a defeat for toe 


mafia and corruption trials. 
“It is time to redress the bal- 
ance." he says. 

Unfortunately; Mr Berlus- 
coni’s rant against the legal 
system is widely seen as a 
way of undermining the rep- 
utation of judges investiga- 
ting corruption allegations 

against him 

Next month, the verdict 
wifi be announced in one of 
toe most serious cases: his 
alleged bribery of tax inspec- 


tors. “Many leftwing sup- 
porters think Berlusconi 
wants to reform the judi- 
ciary to save himself, and 
this makes it difficult for 
their leaders to strike any 
deal with him." Mr Romano 
said. 

There is also 1 doubt about. 
Mr Prodi’s; enthusiasm for a 
constitutional deal. In recent 
days, tire prime minister and 
his .deputy, Walter Veltroni, 
have distanced themselves 
from tbe talks, warning that 
even if they collapse toe gov- 
ernment will stay in office. 

The figure most associated 
with forging a new constitu- 
tion is Mr D'Alema, whose 
centre-left PDS grouping is 
; the mam shareholder in toe 
Prodi-led coalition. 

Mr D'Alema has never hid- 
den his desire to take over as 
prime minister when a con- 
stitution is finally agreed. If 
the talks fail, Mr Prodi’s 
aides know this will be a 
serious blow to Mr D'Ale- 
ma's career hopes. 

They also wonder whether 
Italy needs a new constitu- 
tion once he takes the coun- 
try into euroland. The gov- 
ernment's standing has 


never been higher it is now. 
the third-longest UveffSince 
1945. 

Mr Berlusconi's opposition ■ 
parties are weak and 
divided, presenting no chal- 
lenge. Even if the Recon- 
structed Communists with- 
draw support ' from the 
government the vacuum 
could be filled by some 40 
centre-right deputies led by 

forma- President Francesoo 
Cassiga. 

However, there may be a 
risk In leaving tbe electoral 
system untouched, a system 
in which a large number of 
parties compete in a single- 
round contest with a fair 
dose of proportional repre- 
sentation. 

The cynics fear that, when 
the current administration 
stands for re-election, there 
will be a hung parliament, 
potentially crippling toe' 
next government's hopes of 
containing Italy's debt. 

But Mr Prodl appears to 
think that, given time. Ids 
administration is destined 
for ever greater success- - 
and-that this guarantees it a 
long-term -future, whatever 
the electoral system. / 


solution by 9nday night, which could ctear tfw way for a 
fresh ballot an return to work by some 500,003 strikers 
across the cowry.- - 

The strike, wwi has paralysed the courrtxy’s transport sys- 
tem and tfesmptelrnanufacforing, began on JAxtctey after 
union members vied to nqect a two-year^ wage agreement 
Although the deal vteuid hava increased wages by 45 per 
cent this year and A*- cent next, union members were said 
to be dissatisfied wittaew hofiday and penslon enfiiements. 

The left-of-centre Slda! Democrat government has so far 
declined to intervene, drane economists, however, raid yes- 
terday the government toght bring forward a fiscal tightening 
package - due this sumW - to force through a settlement. 
Tim Burt; Stockhohp \ 


ITALIAN BUDGET 


Boost for Proars Emu plan 

The ItaBan parliament's budgat commission yesterday 
accepted the government’s online budget for 1999, paving 
the way for Rs ratification In thafull parliament on May 12. 

In a move deemed crucial to Ws plan to become a 
founder, member of the Europeart^nonetary urton (Emu) thfa 
weekend, the commission voted to approve the budget docu- 
ment, which sets out plans to reoice the deficit to 1 per cent 
of gross domestic product by the year 2001. 

One significant feature of the vote'te that the outline budget 
was for the first time backed by a gpeup of centre-right depu- 
ties who broke away from Silvio Beriujcohrs. Freedom AJ6- 
ance earlier fois year and who now bade former President 
Francesco Costfga. 

Their backing suggests they could protide im portant help 
for Romano Prodi's government fn the autemn if the Recon- 
structed Communists vote against the fun finance bfli, repeat- 
ing their strategy of last year. James Bfflz, Rome 


EU STAFF PROTEST 


'Massive* support for strike 

Business ground to a halt yesterday at the European Com- 
mission, as unions claimed massive support for their calls to 
strike. 

"More than 90 per cent of the Commission's 18,000 
employees responded to our caH," said Loek RlJnojdt, presi- 
dent of the European Civfl Service Federation, one of the six 
unions that had called for the strike. "The buddings were 
completely empty’ 

Commission officials did not dispute the unions' claims. 
However, a spokeswoman scud it was “very difficult tc> esti- 
mate how many people were absent”. An accurate head 
count could take up to two weeks. 

A controversial internal report on personnel policy, which is 
at the heart of the dispute was withdrawn from the Commis- 
sion’s intranet Samertekandav Brussels 


SLOVAK PRESIDENCY 


Deadlock enters third month 

Slovakia's parliament failed at Its sixth attempt to elect a new 
president yesterday, ensuring that a two-month-old constitu- 
tional deadock would continue for at least another month. 

The widely predicted failure means that the prime minister, 
Vtacfimfr Meciar, continues to wield the many presidential 
powers he Inherited from his bitter rival, President MIchal 
Kovac, who stepped down on March 2. The parliamentary 
speaker, Ivan Gasparovic, set the next round of voting for 
May 29. ' 

There Is no limit to the possible number of rounds of voting. 
- The constitutional deadlock also forms part of a deeper, 
long-standing political crisis in which Mr Medar has been 
accused by foreign governments, human rights groups and 
the parliamentary opposition of backslid big on democracy. 
Reuters, Bratislava 


ECONOMIC WATCH 


French unemployment down 


. rteocn- wwiyn peiicjiBi; 
£%&&&*»%, v. 



■ i'U : ;;sK.vai 

good figure, we have gone b 
Dominique Strauss-Kahn,. tint 
growth Is back." . / ■ ‘ 

France is basking In the.sti 
years. Consumer spending Jr 

dence and nwestownt tevv a 
- Mr Strauss-kahn signified 
determination to continue to .1 
unemployment rather tpari be 
public deficits, as urged by © 

partners, partkaAerty German; 


toxic was^spii±_ __ 

‘Ecological crime’ blamed 

Isabel Tocind, Spain’s environment minister, said yesterday 
that the/goywnment believed a “presumed ecological crime* 
causerfa toxic spffl that has unleashed one of the country|s 
worst en v iro n mental disasters. 

Bu/ Ms Todno told reporters it would be up to the courts to 
make Ora final determination of whether a crime had been 
committed when a mine reservoir owned by Canadian-Swed- 
sh qjmpany Sofidof ruptured' last Saturday. EarBer this week 

a asked.a provtriciaj judge to. investigate - 
1 was to tfame for fiie.spfll, which has : con-; ‘ 
, destroyed farmland and kflled widfife In-. ~ 

10 announced the creation of a crisfecomriSs- 
stte recovey efforts by .the central government 
aria regional autfiorktes andesJd-ft hed fnvtted the .European 
tfoion to send a. representa ti ve to work .with the group. 

Reuters, Madrid 


Unemployment In France fell 
In March for the sixth time in 
seven months, the labour 
ministry said yesterday, ft 
was the latest sign of the 
economy’s health and set 
the stage for JUrther declines, 
according to government 
officials. Tlw ministry said 
the number of people unem- 
ployed dropped by 37,000 or 
1.2 per cent to 2£89,800, 
cutfinofoe jobless .rate to 
12.0 per cent from 12.1 per 
cent/n February, ft was the 
flrat/time since since January 
19^3 that fewer than 3m 
people were registered 
'uhernployed. "This is a very 
/the three million mark," said 
3 minister. “It shows that 


W.stiongest economic recovery in 
ng .industrial output, household confi- 
ned the SoctafisMed government's 
t to support growth and attack 
m devote all its energies to cutting 
by some of France’s European Union 
many. Reuters, Paris 
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fall to impress Serbs or Alba 


By 6®ry Wrenore m Pristina and 
John Thornhill In Moscow 


Serbia yesterday condemned 
the tightening of economic 
sanctions on Belgrade by the 
US and its European allies, 
while the conflict in the 
southern province of Kosovo 
between security forces and 
ethnic . Albanian rebels 
claimed three more vic tims. 

Diplomats said the 
low-level war in the mainly 
Albanian populated province 
was spi nnin g out of control. 
Western hopes of con taining 


the conflict rest on attemps 
to bring Slobodan MUosetc, 
the federal Yugoslav ppsi- 
dent, to the negotiating able 
by threatening to block new 
foreign investments a ter a 

May 9 dea dline. 

Serbian nffiwfaig aid one 
policeman was loito by an 
anti-tank rocket fir*iby sep- 
aratist rebels of. tie Kosovo 
Liberation ArmyJKLA] that 
hit a police itation in 
south-west Eos'vo near the 
border with AJJania. 

Police also said the bodies 
of. two Stfb civilians 


abducted by ethnic Albanian 
gunmen last week had been 
found by a road but the area 
was too dangerous to 
retrieve therp. 

. Mora than 120 people, 
mostly ethnic Albanians, 
have been killed in the past 
two mnwrtig 

The Serbian Socialist 
party newspaper Politiha 
denounced western govern- 
ments as arrogant and per- 
fidions and said the new 
sanctions would only 
encourage Alb anian extrem- 
ists fighting for secession. 


Nationalist political lead- 
era of the ethnic Albanian 
majority said the new sanc- 
tions agreed on Wednesday 
night at a meeting of the six- 
nation Contact Group lacked 
teeth and that the interna- 
tional community hadio act 
with greater force. 

Serbian officials, speaking 
privately, said the govern- 
ment was relieved at the bal- 
anced tone of the Contact 

Croup statement, which also 
condemned ‘‘terrorism".. and 
on the limited impact of the 
decision by the western 


States - the US, Britain. 
France Germany and Italy - 
to freeze Yugoslav and Ser- 
bian government funds held 
abroad. 

Russia, which is believed 
to be owed over S200m by 
Serbia for vital supplies of 
gas, refused Us go along with 
the new measure. 

Contact Group diplomats 
said Russia was still part of 
the political process. They 
admitted that the sanctions 
agreed by the other five Con- 
tact Group members so fax 
would have only a limited 


impact with or without Rus- 
sia’s barking . 

President Boris Yeltsin 
yesterday repeated Russia's 
objections to the imposition 
of sanctions against Yugo- 
slavia in a telephone conver- 
sation with Romano Prodi. 
the Italian prime minister. 

Mr Yeltsin said that 
continued dialogue between 
the Yugoslav government 
and representatives of the 
ethnic Albanians in the Kos- 
ovo region provided the only 
possible solution to the cri- 
sis. 



Kosovo Serbs cheer Milosevic 
In Pristina yesterday A P 


fs 


Emu 




!rt far sfriu 


:?■ 

'•■c 


'-S' 


third month 


■ •••.Vi'W 
• -Mr 
>-• • •?> 


• 1 . OTC 


. yz 


-on* down 

. I...V* 


..KJ 


M 


IT tfd 


. rC^ 


EU applicant states 
pressed to dose 
the door oiv drugs 

East Europe’s drug problems have become 
another barrier to thei/acceptance by 
Brussels, writes Christopher Bobinski 


'* 


T he Polish govemmei 
has good reason to 
the two gunmen 
walked into a prostitution/ 
agency in Gdynia last 
and shot and killed Nlkod« 
Skotarczak, a gangster 
had recently tried to 
over the local drugs 
The repercussions /were 
felt hours later at the Col- 
lege of Europe's 
cist Natolin campus' in War- 
saw. the vemu for a 
conference on iUklt drug use 
In the 10 eastern applicant 
countries to the European 
Union. A Polish policeman 
said: “This’ ftbe murder] 
means that crime could go 
UP, as a more ambitious and 
relentless bandit has decided 
to take over and expand Sko- 
tarczak’s operations.” 

His words wfll have played 
on the fears of the many EU 
members which think the 
applicant countries are not. 
paying enough attention to 
organised crime. ' 

Ann Vahhout, a represen- 
tative of the European Com- 
mission, repeated a familiar 
mantra at the conference. 
She urged applicants to 
tighten drug legislation, 
build institutions capable of 
implementing laws, and 


enhance border controls. 

■j Ail the countries in the 
region have experienced a 
growth in illicit drug use in 
the last decade. Slovenia, 
which is on a fast track to 
join the EU. reports that 
. “the supply of drugs is enor- 
mous and constantly 
increasing, with the price of 
heroin falling by half over 
the last decade”. 

Hungary saw an increase 
in drug-trafficking when the 
war in Yugoslavia at the 
beginning of the 1990s 
diverted the main Balkan 
route which brings drugs 
from Afghanistan into west- 
ern Europe via Turkey. 
Turks and Albanians from 
Kosovo now appear to con- 
trol the domestic drug trade 
in Hungary. ' 

Prices of many drugs have 
Mien in .Hungary, suggest- 
ing that the supply is grow- 
ing. Between 1995 and 1997 
the price of a gram of 
cocaine fell by a fifth and 
that of hashish by between a 
third and a half. Ecstasy is 
also half the price it waa two 
years ago. 

But the formerly Soviet- 
dominated applicants can 
argue that drug use began to 
rise only after their police 



NUcodam Skotanzak: 'A mom ambitious and ralandaw bandit deddad is take over' 


EPA 


states were dismantled, and 
that drug flows across fron- 
tiers have been facilitated by 
the freedom to travel. The 
convertibility of local cur- 
rencies, seen as an indica- 
tion that economies are 
ready to compete within the 
EU. has turned these coun- 
tries into ffnanrfally liquid 
markets and money-launder- 
ing centres far international 
gangs. 

For Estonia the problems 
were worse, according 
to Taxmo Kariis, a govern- 
ment specialist, because the 
state-financed organisation 
for drug treatment and mon- 
itoring disappeared amid the 
debris of the ontmpand econ- 
omy after 1990. It has yet to 
be rebuilt 

In addition, youth fads 
coming from western Europe 
have increased the attrac- 
tiveness of drugs in the 


applicant countries. The 
demand for synthetic recre- 
ational drugs such as 
ecstasy has grown, stimu- 
lated by big youth gather- 
ings and western-style pop 
festivals. 

Drugs are increasingly 
used professionally as well 
as socially. Students and 
school children facing exams 
and middle Hbbh executives 
working in tense environ- 
ments use amphetamines to 
improve performance. 

The result is that Poland 
has acquired a reputation for 
being a significant supplier 
of high quality amphet- 
amines to western Europe. 
Yet the local demand is so 
great that it has led to a Ml 
in exports, according to 
Wlodzimierz ffiemba, chief of 
intelligence at the country's 
Central Narcotics Bureau. 
“Today mare and mare Poles 


are using it so there is very 
much less left for export” he 
says. 

The EU is making many 
demands of the applicant 
nations in terms of their pol- 
icy on competition and the 
single market but it offers 
fewer solutions to the prob- 
lems of drugs and organised 
crime. 

That is partly because the 
EU has not yet established 
control over the big-time 
criminals who operate 
within its own borders. 
Mr Skotarczak was a 
case in point: he once 
escaped from prison in Ger- 
many by the simple expedi- 
ent of changing places With 
his brother dozing a visit 
and walking out unchal- 
lenged. Ninety days passed 
before the prison 
authorities noticed the 
switch. 


Stock exchange 
chief ousted 


By Robert Andenson hi Prague 

The Czech Securities 
Commission, the new capital 
markets watchdog, yester- 
day scored its first victory 
by forcing out Jiri Franc, the 
general secretary of the trou- 
bled Prague Stock Exchange. 

Earlier this week, Tomas 
Jezek, a member of the com- 
mission, threatened to with- 
draw the stock exchange’s 
licence unless Mr Franc took 
responsibility for the poor 
performance of the bourse 
and resigned. 

Mr Franc stepped down at 
a meeting of the bourse's 
supervisory chamber of 
shareholders. He became a 
member of the chamber. 

The commission plans an 
aggressive campaign to 
restore the bourse’s reputa- 
tion. Since its establishment 
at the start of April, the 
commission has frozen the 
accounts relating to two 
Investment funds and has 
put another fund into forced 
administ ration 

Both Mr Jezek and Jan 
Muller, the commission 
chairman, have battled 
repeatedly with Mr Franc. 
Mr Jezek, a former bourse 
chairman, had tried to 
remove him earlier but had 
been unable to persuade the 
rest of the chamber. 

Mr Muller resigned in Jan- 
uary as chairman of Univyk, 
a bourse subsidiary, after a 
dispute with Mr Franc over 
the choice of software sup- 
plier for the exchange’s 


planned derivatives trading 
system. 

Mr Muller said the dispute 
between the securities com- 
mission and the stork 
exchange was a “conflict of 
visions and expectations” 
which had unfortunately 
been presented as a person- 
ality conflict. Mr Franc's 
“best was simply not good 
enough”. His resignation 
meant that the commission 
and the stock exchange 
would now be able to work 
together better. 

Zdenek Bat ala, head of 
Patria Finance investment 
bank and a member of the 
chamber, said: The securi- 
ties commission and the 
stock exchange should com- 
plement each other but it 
will take time for an efficient 
working relationship to 
develop". 

Mr Muller, a former cus- 
tody manager at Commerz- 
bank and a long time critic 
of the capital markets, sur- 
prised observers earlier this 
year by accepting the chair- 
manship of the commission 
after criticising it as under- 
funded and lacking suffi- 
cient independence from the 
finance ministry. 

The biggest problem of the 
Bourse is low liquidity. 
About 95 per cent of share 
trades are simply registered 
at the government's Central 
Securities register, meaning 
that stock exchange prices 
often do not accurately 
reflect real transaction 
prices. 


all to 
close 
Olympic 
Airways 

By Kerb Hope In Athens 

Greece’s foreign minister. 
Theodoras Pangalas, said 
yesterday that the state car- 
rier Olympic Airways should 
be shut down immediately 

as pan of the Socialist gov- 
ernment's programme of 
public sector reforms. 

In an interview with the 
newspaper Elefthwotypia, 
Mr Pan gal os claimed the air- 
line's employees had “dealt a 
fatal blow” to its chances of 
recovery by opposing a 
restructuring plan. “The 
government holds the mam 
responsibility for what's 
happening. But the workers 
are also guilty." be said. 
“The planes are empty, and 
every day that passes adds 
new debt because no reason- 
able person would fly with 
Olympic.” 

As transport minister in 
1994. Mr Pangalos negotiated 
a restructuring package for 
the airline with the Euro- 
pean Commission. At that 
lime the government agreed 
to stop subsidising Ohm pic 
in return for the write-off of 
more than DroOObn (Sl.tibn) 
in accumulated debt. 

The Socialists have prom- 
ised a fresh effort to restruc- 
ture Olympic and other loss- 
making public sector corpo- 
rations so that Greece can 
eventually qualify for join- 
ing European monetary 
union, at the earliest in 2001. 

Mr Pangalos has been crit- 
icised in Brussels for failing 
to ensure that the original 
Olympic reform package 
would he carried through. 
But his call for Olympic’s 
closure underlined divisions 
in the cabinet over how far 
the Socialists should clamp 
down on the public sector 
unions, which represent one 
of their main power bases. 

Olympic's management, 
appointed by the govern- 
ment, yesteruay abandoned 
one of the restructuring 
plan's basic provisions. The 
managing director. Theodo- 
ras Tsakirides, proposed that 
the board should accept 
demands for overtime during 
the summer months by air 
crews. 


ft* 



It’s up to you how you make your call. You can use a 
Bosch mobile phone. Or Bosch's Digiial Multipoint System 
(DMS) transmission system. Or you could even use your 
Laptop as part of a worldwide data network, where informa- 
tion from both telephone and data networks is connected 
through a wide number of interfaces by Computer Tele- 
phone Integration (CT1). 

You can even reach a colleague in the car. They will 
be able to receive you via Bosch's Digital Multimedia 
Broadcasting (DMB). A new system that allows the driver 
to use the telephone, listen to the radio, watch TV without 
any interference or be led to his destination by a navigation 
system. These are only a few examples from Bosch's wide 
range of telecommunication products. You could, of course, 
choose to enjoy this idyllic spot in peace - just switch the 
phone off- 

Bosch . We bring innovation 
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WORLD TRADE 


Joint push against child labour launched 


By Andrew Bokjer, 
Employment Correspondent 


British businesses are being 
encouraged not to exploit 
child labour - through a 
joint initiative Involving 
Unicef. the United Nations 
Children's Fund, the UK gov- 
ernment and the Confedera- 
tion or British Industry. 

The UK committee of Uni- 
cef estimates that about 
250m children work world- 
wide. in countries both rich 
and poor. It claims they are 
often denied education and 
trapped in poverty, so their 
most basic rights, their 
health and even their lives, 
are in jeopardy. 

Unicef has prepared 10 
leaflets covering the legal 
and economic context of 
child labour in 10 countries 
- including the UK - to help 
companies understand the 


scale of the problem. The 
other countries covered are 
India, Bangladesh. Brazil, 
Nepal, Thailand. El Salva- 
dor. Pakistan, Costa Rica 
and Tanzania. 

The scheme is being sup- 
ported by the UK's Depart- 
ment for International 
Development and the leaflets 
will be distributed by the 
Foreign Office through Brit- 
ish embassies and consul- 
ates. 

Marine Staunton, deputy 
executive director of Unicef 
UK, said she was not sug- 
gesting that British children 
suffered a level of exploita- 
tion comparable with that 

found in other countries, but 
it was also important to look 
at the situation in the UK. 

Ms Staunton said: "It is 
fine for kids here to do a 
paper round. It isn't One if 
they have to carry 681b of 


papers in their bag, when 
the recommended limit for 
an adult postman is 401b." 

Sir Colin Marshall, presi- 
dent of the GBL which will 
distribute the leaflets to its 
members, said: “I cannot 
imagine there is any British 
company that wants the 
forced labour of children to 
have any part of that compa- 
ny's name. I have been 
shocked to learn of the 
appalling way in which child 
labour persists In this day 
and age - often very close to 
home." 

Ms Staunton said Unicef 
did not favour boycotts but 

favoured developing a “part- 
nership" approach between 
business, governments and 
other agencies. In 1998. the 
threat of a US boycott of gar- 
ment makers in Bangladesh 
had led to 50.000 children 
being thrown on to the 


streets, where they were 
forced to beg and scavenge. 

Professor Vitit Muntar- 
bhora. who teaches law at 
Chulalongkom University in 
Bangkok, said some forms of 
child labour were completely 
unacceptable - such as pros- 
titution and pornography - 
and bad to end immediately. 
But most of other types of 
child labour would need to 
be phased out gradually, tak- 
ing account of economic 
pressures. 

Prof Muntarbhorn also 
welcomed consumer interest 
in labelling goods as not 
involving child labour. 

But he said it was 
essential that the labelling 
be independently monitored 
- preferably with the 
involvement of children in 
the countries affected and 
non-guvemmental organisa- 
tions. 
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A boy weaving a carpet in Kathmandu 


Snapper-up of airports has 
an eye for the long term 


.Anftilpateire x iient ltt nr e at selected airports 199 &- 20 (B 




Michael Skapinker describes a company likely to feature in 
many contests as governments increasingly turn to privatisation 


W hen governments and 
city councils pat their 
airports up for sale, 
the list of preferred buyers 
usually features three 
names: BAA of the UK, 
Amsterdam's Schiphol, and 
Airport Group International 
(AGI) of the US. 

Of the three. AGI is the 
least known, certainly in 
Europe. But it is 70 years 
old, has extensive Interests 
in the Americas and Austra- 
lia and operates at 22 air- 
ports worldwide. A privately 
held company, its sharehold- 
ers include Lockheed Martin, 
the US defence company, 
and George Soros, the inter- 
national investor. 

AGI recently entered 
BAA's backyard, when it 
was named as preferred bid- 
der to run Luton airport, 
near London, for 30 years. 
AGI is expected to invest 
E170m ($283m > to allow 
Luton to compete against 
BAA’s three London air- 
ports: Heathrow. Gatwlck 
and Stansted. 

AGI is likely to feature in 


many other privatisation 
contests. David Feldman, a 
Paris-based consultant with 
Mercer Management Con- 
sulting. estimates only 2 per 
cent of the world's airports 
are under private sector 
management or ownership. 

Airports worldwide will 
need $350bn of investment 
by 2005; governments, 
unable to fund this them- 
selves, are increasingly turn- 
ing to privatisation. 

Yet Patrick Cowell, AGPs 
chief executive, does not like 
the word. “We're involved in 
the commercialisation of air- 
ports. not privatisation." Mr 
Cowell says. His reason for 
avoiding the term is that 
governments and local 
authorities often feel ambiv- 
alent about selling their air- 
ports to outsiders. 

“Most of these people have 
not been In private busi- 
ness," be says. Companies 
need to persuade govern- 
ments and local communi- 
ties that they are on their 
side if they are to win the 
right to run their airports. 


Luton was a case in point. 
In 1991. Luton borough coun- 
cil. then Conservative- 
controlled. agreed to sell the 
airport to Lockheed. The 
Labour party strongly 
opposed the privatisation in 
the 1991 local elections, won 
control of the council and 
cancelled the sale. Under the 
council's new proposals, the 
airport will re main in public 
hands, but AGI will run it. 

Mr Cowell says airport 
operators ignore these local 
sensitivities at their peril. 
“The market place is highly 
political. You have to have a 
plan to deal with what the 
local community wants." 

Mr Feldman says local pol- 
iticians often prefer opera- 
tors that have won airport 
contracts elsewhere, which 
should belp AGI. "After 
Luton, AGI is now among 
the recognised leaders. 
What's important in these 
transactions is not just the 
financials, but the brand rec- 
ognition. The politicians 
need to go with something 
safe and known," he said. 
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But while being known 
might help win privatisation 
contests, providing returns 
to shareholders means run- 
ning airports differently 
from their previous public 
sector managers. Taking 
advantage of commercial 
opportunities, such as air- 
port retailing, generates rev- 
enues largely untapped by 
the public sector. 

Mr Cowell is generous in 
his praise for the company 
which fought the world that 
airports could be turned into 
shopping malls. "BAA revo- 
lutionised this business. 


They are the Holy Grail." he 
declared. But BAA. which 
owns seven UK airports and 
has interests in the US. Italy 
and Australia, has no: had 
everything its own way. 

Though BAA won the 
right to manage Melbourne 
airport In the first Austra- 
lian privatisation round. It 
won only Launceston. Tas- 
mania. in the second round. 
AGI. by contrast, has won 
four Australian airports: 
Perth. Darwin. Alice Springs 
and Tennant Creek, in the 
Northern Territory. 

Critics say the winners 


Stagecoach, Page 20 
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GRECnK A RISE 0 PP 0 HIOTTT 
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A BLUE CHIP COSTUMER BASE. 


BUSINESSES FOR SALE 


FOR SALE 

Prestigious advanced 
technology printing group. 


[CHRISTIE &. C2] 


Surveyors. Valuers & Agents 


With both manufacturing 
and contracting divisions, 
and an established 
distributor base throughout 
Europe, this is a company 
supremely based 
to build on its demonstrable 
and profitable success. 


■/ Ten miffim annual taki. 
/ Blue dnp nuihmaiMvn! 

•^Clients*! 

|S Bocd in LroJoi & SE 
M -'I >ian enOIMml 
✓ 0*fm itilnng. 
Principal* only 


Cci^ty Durham 


State sanctions 
face challenge 
in US lawsuit 


Write bK Bn BSW3, Fi — * i»l Tima, 
OnrSndtnarfc Bridge. London SE I 9HL 1 


Nursing Home 
Regetemdfor20 

• 17 single roams and 1 triple {com. 

• Fee rage £3 IM423 per resident 
per week. Situated in well regarded 

iqitlwifial UCSL 

£395J)W freehold 

Winchester Office Ref38ffT74B76 

01962844455 


Resdetoal Care Home 
Registered for 26 

• 22 single and 2 twin bedrooms. 

- Original property wilfa purpose brah 
extension. 

• Income jear end 3I.L97 £245.860. 
Reduced to £39S,M0 freehold 
Newasdt Office Ref 64877656 

0X912221740 


By Nancy Dunne in Washington 


Lancashire 


Middlesex 


i expected turnover for 
1998 is £6 million. 


PRIVATE 

PROPERTY COMPANY 
FOR SALE 


The company Is running 
ahead of budget. 


Bax B5838, Financial Times. 
One Southwark Bridge. 
London SE1 9HL 


POKTTOUG VALUATION 

£14 MILLION 

jrr?. Convncrcul/RcuiL NT* bt&mral 
♦ Development Land 
Prinrlpol'i ObIJ 
Bn B5BJZ Knud* Una. 

Out Southwark Bridge, London S£J VHL 


EMD Resdentul Home 
Registered for M 

• Rradcmu] home for ddedj 
mentally (fiscotkrcd. 

• Papular location close m (own 
ewarc Purpose benfc extension. 

£325,000 FREEHOLD 
Manchester Office KefStifT7S608 

01618333311 


North London 


CONTRACTS & TENDERS 


NORTHAMPTON BOROUGH COUNCIL 

BANKING SERVICES CONTRACT 


NubsincHome 

Registered fob 40 

• High quality naming borne. 

• 30 single and 5 twin bedrooms (all 
with en sane WCs 1.4 bathrooms 
each wiih Parker Bath. 

• Weekly fees from £378-£535, 
average circa £465. 

• Pmpose buifc high qnafiiy extenskm. 

£1350^0® FREEHOLD 

London Office Ref OG5 /FT 1845 

01712270700 


Hotel EAsranz 

* Highly prominent 29 kiting 
bedroom hotel with 4 seif contained 
flats. 

* Hold sin in hose site with Amber 
scope fet devdopmem. 

* In seme ownership far 2J yean - 
retirement sale. 

- Net sales £493.000 year end 31.7.97. 

£L758jM0 fbeehold 

London Office Ref ZVFT39I 

0171 227 0700 


Restaurant 

• l ic ensed i rmuuiai op high street 
laaUOKL Oligillll lisnh gr fiwiiwl 
Mfcttag wflh Ecu Peg Tik roof. 

■ Extensive owner's RCCflBBMPMDflO» 

• I lun cter llGDSB lod bOBDCSSf SQft 

owner oocopjsL 

OffEKS OVER £450,000 FREEHOLD 
London Office Ref 002*706812 

01712270700 


Northampton Borough Council invites Tenders from Banks for the 
provision of Banking Services. 


Offices at:. London • Birmingham ■ Bristol - Edinburgh 
Exeter • Glasgow - Ipswich • Leeds ■ Manchester 
Milton Keynes Newcastle • Nottingham - Winchester 


A US industry group 
yesterday Died a suit chal- 
lenging the right of stales 
■ and localities to impose eco- 
nomic sanctions for foreign 
policy purposes. 

The case was filed by the 
National Foreign Trade 
Council on behalf of 5S0 ctf 
its member companies 
against a Massachusetts law- 
imposing sanctions on com- 
panies which do business 
with Burma, or whose par- 
ent companies have business 
dealings there. 

“We regard this law suit to 
be an important test case 
that will determine the very 
significant, perplexing and 
continuing issue concerning 
the constitutionality of state 
and local sanctions," said 
Frank Kittredge, president of 
the council 

The suit challenges the 
law on the grounds the US 
constitution vests responsi- 
bility for the conduct of for- 
eign policy with the federal 
government It says the state 
sanctions conflict with other 
sanctions enacted by Con- 


NEWS DIGEST 


MUSIC SALK 

Word companies suffer 
qiobal retail slowdown 


paid too much for their Aus 
tralian airports. The same 
was said of Aeroporti di 
Roraa. which outbid BAA 
and Schiphol to run South 
Africa's international air- 
pons. But Mr Cowell says: 
“These concessions are 
lor.-j-ierm and thpre will not 
be many new airports built. 
You have one chance to get 
into the business and 5(1 
years to add value. Did 
Rome airport pay too much 
in South Africa? If you wail 
50 years, you'll find out." 


gress and the president. The 
suit argues there is a viola- 
tion of the constitution, 
which prohibits state laws 
that “discriminate against 
foreign commerce, burden 
foreign commerce ur impede 
the federal government's 
ability to speak with one 
voice when regulating com- 
mercial relations with for- 
eign governments." 

The European Union has 
also complained ahout the 
law. Discussions have been 
under way between US, EU 
and Massachusetts officials 
about amending the law to 
make it consistent with 
World Trade Organisation 
rules. 

The suit does not name 
Individual companies, 
although it submits a list 
compiled by Massachusetts 
of companies eligible for the 
sanctions. “They don’t want 
to name individual compa- 
nies because boycotts have 
been threatened against 
them," said a spokesman for 
the counciL 

It is not certain that any ' 
company has actually been i 
directly injured by the law. 


Th Acrid's record companies saw global retail sites fall to 
S3B Vi in 1Q97. aaainsi S39.8hrt the precedrg year, accord- 
ing loWes com piled by iho International Ftwatan e * ihe 
Phono&phrc industry flFPn which represents ffta world’s 
record l^eis Release of the figures folijwrd nows that EMI 
one of t»\ world's largest reave groups, has been 
approach® by a prospective btadt* JoBav.mg nuna.wri«U 
turmoil, reant trading difficulties and <i fa!! m profits. 

EMI and \ competitors have boon affected by the sluggish 
stale of the {tobal music market Many h.lvo restructured by 
merging operations and shedding stall. According to the iFPi. 
unit sales of forded music roso by 2 por cont m 1997 . Solos 
of compact disJofbums. :ho Largest format, reached i?.22bn 
units, against 2. f^pn during 1996. In local currency termi 
retail soles mustvita 2 per cent growth, viggnst-'ng a slight 
decline in real temy 

European sales irVeased tv 5 per cm'- '■'dump, and 4 
per cent in local cumV-.cios, rising iusl afcavir .rriloiicn. The UK 
market contracted, hi France showed robust growth, as did 
eastern Europe. AltheiWi US record ecmpon.er. experienced 
a reduction in mail oro-i sales. .'e:a» solos rose by ^ per amt 
after several weak warsiThe fost-n\pondirig Lot.n American 
market continued to sh.r\ strong growth, but me Asm region 
slowed. Sales increased u\tocol currency lerms .r> Japan. 
Taiwan. India and China, ovt foil sharply =n South Korea. Thai- 
land and Indonesia Alice Raws thorn, London 


BABY FOOD MARKET 


Canada imposes tariffs 


WTO PLEA 


Global free trade urged 


TIGER HELICOPTERS 


Bonn, Paris confirm orders 


HELMS-BURT0N 


EU hopes for agreement 


European Union ambassadors meet again next week for 
detailed discussions on two draft texts which could pave the 
way for agreement to resolve the long-running dispute over 
the US Halms-Burton anti-Cuba legislation. The texts were 
cautiously welcomed by many states, particularly by the 
Netherlands and Germany, although reservations were 
expressed by France and Belgium. The EU and US havB 
agreed to intensify negotiations in the hope of agreeing at 
least an outline settlement before the EU-US summit to be 
held on May 18. Nefi Buckley, Brussels 


The Services broadly comprise the managing of the Council's 
bank occounu. Access lo the UK Clearing System, SACS and 
CHAPS Services will be essemai for the provision of the Service. 


DEBASED 

INTERNET NETWORK/SERVICE PROVIDER 


The Contract will be for a period of three years commencing on 
the la April IW with the option to extend the Contract for up to a 
further two year period ai the discretion of the Council 


The Specification will be available for inspection at die address 
given below between 9.30 a.m. and 330 p.tn. each week day 
during this period 8th May 1998 to 8th June 1998. During the 
period copies of the Specification may be purchased subject lo the 
payment of £20.00 payable in advance. 


Ttae Company operate* An International Autonomous Network and 
maintains services to Us own clients through the London Internet 
Exchange making u one oT ilw UK's hJgwsl lereJ Sendee P iwld e ra . The 
Company's diunt base Is representative of the UK market and is made up 
or a nimpfometil of Single User and Corporate diems same at whom are 
well known public companies who connect in (he service using ISDN and 
Leaned Lines 


Bangladesh urges increased 
quota access for garments 


8y Marie Nicholson, 

South Asia Correspondent 


Any Bank wishing to be considered for the provision of these 
services should register their interest in writing with the 
undersigned no later than noon on Friday 8th June 1998. 


The a c^ulsl fan would Ideally suit a Networking Company or a Tdecoms 
Stivlre Provider. 

interested parties should in the fliat instance reply (w 

Allingtou Holdings, The Lodge, Bogwood Farm 
Sheerlands Road-T Flnchnmpstead, Berks RG40 4QY 
E-Mail: sjaoobsdaHin£ton.co.iik 
Fa* 44 ( 0 ) 


1189 7314 


The statement of interest should include: 


BUSINESSES FOR SALE 


a) List of principal Contracts over the past three years indicating 
respective values, dates and awarding Authority. 

b) Policy in respect of Quality Assurance 

cl Details of FITCH IBCA rating of FI or its equivalent 


PA. Newham, Borough Soli cal or 
No rtha mp to n Borough Council. 

The Guildhall, Sl Giles Square. Northampton. NN I IDA 


Appear in the Financial Times every 
Tuesday, Friday and Saturday. 

For further information, or to advertise in 
this section, please contact 
Melanie Miles Tel: 0171 873 3349 
Fax: 0171 873 3064 


Bangladesh could double 
current export earnings to 
around ilObn within four 
years, mostly through con- 
tinued expansion of its 
booming garments export 
sector, if developed countries 
increased quota access 
allowed under the Multi 
Fibre Agreement, according 
to Tofae] Ahmed, Bangla- 
desh's minister for com- 
merce and industry. 

Mr Ahmed said he would 
press for improved market 
access for garment Imports 
on behalf of Bangladesh and 
47 other developing nations 
at the WTO ministerial 
meeting in Geneva this 
month. The minister said in 
a recent interview he would 


also be seeking an extension 
to the deadline for phasing 
out MFA quotas, currently 
set for 2005. 

Bangladesh's fragile exter- 
nal accounts depend an gar- 
ment exports, which are 
expected to earn 70 per cent 
of the country’s estimated 
$5.2bn in export sales this 
fiscal year, ending in June. 
The poor South Asian nation 
is the fifth biggest garment 
exporter to the European 
Union and sixth biggest to 
the US. said Mr Ahmed. 

“The garments sector Is 
growing Z-H5 per cent a year 
and we should earn $sbn 
from exports by 2002," said 
the minister. “But I hope we 
will exceed SIGbn because I,-‘ 
believe we are going to get 
better market access from' 
developed countries.” • 


Bangladesh's garment 
makers are worried the 
industry will be unprepared 
to compete with China, 
India, Pakistan and south- 
east Asian manufacturers 
when quotas are due to be 
removed by 2005. 

They say the timetable, 
agreed in the Uruguay round 
of negotiations which led to 
creation of the WTO. does 
not give Bangladesh time to 
create "backward linkages” 
- mainly an indigenous tex- 
tiles industry - which would 
permit it to compete on 
spied of turnover and price 
With Chinese, Indian and 
Other trade rivals that have 
'developed textiles industries. 

Bangladesh currently 
imports at least 60 per cent 
of the inputs for its 
ready-made garments. “The 


vital thing is to set up an 
industry tu make fabrics, hut 
the problem is this takes 
time and capital, and Ban- 
gladesh does not have 
enough of either." sail! 
Nurul Haque Sikdcr, chair- 
man of the S-lOtn- turnover 
Palmal garments group 
The quota phase-out began 
in 1995 and in ID years you 
cannot equip yourselves 
with all these backward link- 
ages^ 

Racked by such industry 
demands. Mr Ahmed said he 
would seek a 30 per cent 
increase in quotas for Ban- 
gladesh along with an exten- 
sion to the quota deadline. 
Ho said he would justify 
such claims based partly as 
a reward for Bangladesh's 
success in addressing the 
issue of child labour. 
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Canada's International Trada ’ribunai has imposed duties on 
imports of Gerber baby roods n jar*. The ttl per vent tariff, 
which was levied on a preiimma-y paws in March, will become 
permanent after the tribunal dote.nwied that Hem: C.m.Tda 
was injured by the imports Tha decision pulled cor.w 
observers, becouse Garber Canada accpunfs ter only 20 por 
cent of the CSlOOm (USSHmi mark.it tor !\ibi food m fare, 
whereas Heinz controls 80 per cent 
Heinz said its margins hod tx*?n etc-lcd th<i Gifber 
competition. The cost of a pr of spmac.i or carrot puree had 
fallen in the las* three or lour years from an average 49 cents 
to about 43 cents, the company saio. thra.>vnmg its ability to 
continue operations at its Ont.mo plant The baby food in |.irs 
market has also boen shrinking due to at-zlinisg birth rates, 
substitute products and nutnticn concerns 
Edward Alden, Toronto 


Renato Ruggiero, diractor-general of the WuMd Trade Organi- 
sation. yesterday called on world leaders to declare support 
for global free trade at a May 19 gathering lo coWarate 50 
years of the international trading system. Speaking at a sym- 
posium in Geneva. Mr Ruggiero said that with IVTO members 
committed to free trade across the Pacific, free trade in the 
western hemisphere and tree trade between Europe and the 
Mediterranean, “it does not require a great leap of logic to 
envisage one global free trade area. 1 * 

WTO officials said several world lenders wore expected to 
endorse the idea on May 19. although it would not form part 
of any agreed declaration. Fred Bergs I un. director of the 
Washington-based Institute lor International Economics, yes- 
terday urged leaders to endorse a global free trade plan by a 
a certain date such as 2010 or 3020. A Free Trade Area of the 
Americas is due to be completed by 2005 white the Asia- 
Pacific Economic Co-operation forum is aiming for tree trade 
by 2020. Frances Williams, Geneva 
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Germany and France have confirmed their order of 160 Tiger 
combat helicopters from Eurocopter, the European defence 
joint venture, quelling doubts over the luture of the Tiger heli- 
copter. The order tor the ground support and anti-tank mod- 
els of the Tiger helicopter was initialled at last year's Paris air 
show, but subsequent domestic cnfrcism put the DM730m 
(5406m) order m the balance. Germany and France will each 
get 80 helicopters. The German defence ministry has ordered 
only ground support helicopters, while the French have opted 
for 10 anti-tank machines and 70 ground support models. The 
two countries plan to sign the deal at the Berlin air show l3ter 
this month. 

The Tiger will be have an engine made by a consortium of 
Rolls-Royce of the UK, France's Turbomecca and MTU of 
Germany. Eurocopter. 70 per cent owned by France's state- 
owned Aerospatiale and 30 per cent owned by Daimler-Benz 
of Germany, says the order safeguards the jobs of around 
1 ,500 people in each of the countries. Lucy Smy, Bonn 
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ASIA-PACIF IC 

SHORT- TE RM ASSI S TANCE ALL PR IOR C0NDI30NS FOR DISBURSEMENT HAVE BEEN MET, SAYS TOP FUND OFFICIAL 

* IMF to recommend Indonesia aid resumes 


By Peter Montagnon in Geneva 
aid Sander Tboenes m Jakarta 

The Internationa] Monetary 
Fund will recommend to its 
board on Monday that it 
resume disbursements to 
Indonesia, releasing several 
billion dollars of short-term 
assistance to the crisis-tom 
country. 

-There are no problems 
that would hinder disburse- 
ment- All the prior condi- 
tions have been met." 
Hubert Neiss, the IMF’s top 
Asia-Pacific official said. He 


Holiday 
timing is 
left to 
bosses 


was speaking after price; on 
the Jakarta stock excbmge 
fell this week on fear? that 
student unrest in Indonesia 
would cause the IMF o have 
second thoughts. He .tressed 
that the demon&rations 
were not a factor i» the IMF 
decision. 

Indonesia wa> well on 
track with implementing its 
programme in toe monetary 
policy area, wlere the print- 
ing press hai "practically 
stopped". This was thanks to 
a tight discipline imposed 
with the help of outside spe- 


cialists seconded by the Ger- 
man Bundesbank and the US 
Treasury, as well as multi- 
lateral institutions. 

The weekly publication of 
basic monetary data had 
improved transparency! Mr 
Neiss added. 

The IMF would monitor 
closely Indonesia's continu- 
ing compliance with the pro- 
gramme. The $3bn loan 
tranche expected to be 
approved on Monday would 
be disbursed in three sepa- 
rate monthly chunks of $lbn 
each. The money would be 


accompanied by a "substan- 
tial" amount of financing 
from the World Bank, Asian 
Development Bank, Japan 
and other Asian govern- 
ments. 

Indonesia's success in con- 
trolling the money supply 
had helped stabilise the 
rupiah in exchange markets, 
Miranda Goelton, a director 
of the Indonesian central 
bank, said. 

Gin an jar Eartasasmita, 
co-ordinating minister for 
economics and finance, said 
in Jakarta that he bad 


assured the Fund. World 
Bank and Asian Develop- 
ment Rank officials that the 
clove monopoly, held by a 
son of President Suharto, 
had been dismantled, as 
promised under Fund tar- 
gets. 

The company would be 
dissolved next week, hand- 
ing over remaining clove 
supplies to farmer co-opera- 
tives. Remaining restrictions 

on palm oil exports, reported 
by producers, had also been 
eliminated, be said. 

On the IMF targets. Mr 


Ginanjar said it was likely 
that more of the troubled 
banks taken under the wings 
of a new bank restructuring 
agency would be closed “in 
the next few weeks” follow- 
ing the closure of seven 
banks in April. 

Seven other banks farced 
to relinquish management 
control to the agency would 
be nationalised. The govern- 
ment would start lifting sub- 
sidies on imported fuel and 
electricity “by early June at 
the latest," meeting a key 
IMF requirement. 


By Bsthan Hutton bi Tokyo 
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Japanese workers most take 
holidays when it suits the: 
employers, a Tokyo cou 
ruled yesterday. / 

The ruling will scarcely 
surprise millions of Ja 1 
workers crammed on 
and stuck in traffic jams 
week as their emplo 
closed factories and 
for the “Golden Week" 
ter of public holidays. 

The Tokyo District Court 
ruled that Jiji Prespa news 
wire service, acted/properly 
in firing Toshiak/ Yamagu- 
chi after he took a month- 
long holiday ir/the summer 
of 1992. Jiji said that Mr 
Yamaguctais actions dis- 
played an “anti-company 
tendency". 

Many Japanese workers 
never take any time off out- 
side the three peak holiday 
periods of new year. Golden 
Week, and the o-bon season 
in August, when families 
return to their ancestral 
villages to tend 
graves. 

Companies often shut 
down offices and production 
lines for these periods, 
forcing employees to take 
their annual leave when 
ticket prices are most 
inflated and resorts are most 
crowded. 

The government has been 
trying to encourage workers 
and companies to spread 
holidays over a wider period, 
partly to help the travel 
industry but also to make 
the annual holiday a more 
relaxing event and reduce 
the toll of ill-health and 
deaths from overwork. 

But in many companies 
and government depart- 
ments. using up your entire 
holiday allowance or even 
taking more than one week 
off at a time Is still seen as 
demonstrating lack of com- 
mitment. 

The Japanese ambiguity 
about holidays was clear in 
the response to the govern- 
ment's recent “Happy Mon- 
day" plan, which aimed to 
create more three-day week- 
ends by moving several pub- 
lic holidays to the nearest 
Monday rather than fixed 
dates. It hoped this would 
boost domestic tourism. 

But the plan was blocked 
by conservative forces, 
including a pensioners' 
group which felt that mov- 
ing “Respect for the Aged” 
day to the nearest Monday 
would be less than respect- 
ful. 

The youth lobby did not 
object, "however, so from the 
year 2000. Japanese workers 
will be guaranteed one long 
weekend every January for 
“Coming of Age” day. 

Mr Yamaguchi. who 
argued that he had chosen 
the least disruptive time far 
his holiday and had made 
arrangements for colleagues 
to cover for him. is seeki n g 
compensation for his dis- 
missal. He is to appeal to the 
high court. 


South Korea pledges to 
continue restructuring 


By fetar Mont ag non, 

Editor, in Geneva 

bath Korea will continue 
Its economic restructuring 
programme in spite of an 
improving financial situa- 
tion. which has seen its 
reserves top $30bn and its 
currency, the won, trade this 
week at its highest levels 
since the crisis struck last 
year, the finance minis ter, 
Lee Kyu-sung, said. 

International bankers 
have been growing worried 
in recent weeks that Korea 
was becoming complacent 
about the need for economic 
reform as market pressure 
subsides and might drag its 
feet in a way that could pro- 
voke a new loss of confi- 
dence among lenders and 
investors. 

But Mr Lee said in an 
interview that efforts to 
restructure the banking sys- 
tem were on track and the 
new government of Presi- 
dent Kim Dae-jung was 
determined to impose finan- 
cial discipline on the coun- 
try’s large conglomerates so 
that they would reduce their 
gearing levels and sell non- 
essential businesses. 

Interest rates had already 
fallen, with call-money slip- 
ping by three percentage 
points to around 19 per cent 


during the month of April 
The government would like 
to see rates fall further. It 
was not convinced that high 
interest rates would force 
conglomerates to restruc- 
ture, but it was worried 
about the level of bankrupt- 
cies among small businesses 
and Korea's growing unem- 
ployment, Mr Lee said. 

But it had to balance these 
concerns with the need to 
maintain stability in foreign 
exchange markets where 
Korea faced some residual 
vulnerability, notably to any 
new bout of yen weakness. 

As evidence of Lbe new cli- 
mate towards foreign invest- 
ment in Korea, Mr Lee said 
the government welcomed 
the interest shown this week 
by Germany's Commerzbank 
in acquiring a stake in Korea 
Exchange Bank (KEB), one 
of the largest banks. 

Fears in the international 
financial community that 
the government was delay- 
ing the sale of two ailing 
banks, Korea First and Seoul 
Bank, were misplaced, he 
added. 

The government had an 
agreement with the Interna- 
tional Monetary Fund to 
auction the banks by 
November 15. It had 
appointed Morgan Stanley to 
handle the sale and a lead- 


ing firm of US accountants 
to audit the books. 

The new Financial Super- 
visory Commission was also 
on target, be said. Korean 
banks, which had failed to 
meet basic international cap- 
ital requirements, were 
obliged to inform the com- 
mission of their rehabilita- 
tion plans by today and the 
regulator would decide by 
June whether the plans were 
acceptable, which banks to 
merge and which to close. 

“This is a firm timp sched- 
ule. It will never change." he 
said. A stronger banking sys- 
tem would help impose 
change on the conglomerates 
which were expected to 
reduce their gearing levels 
to around 200 per cent on 
average within two years 
from around 500 per cent at 
present 

Mr Lee also said the gov- 
ernment would not be 
deterred by union protests 
against unemployment But 
given expected large job 
losses in the car industry, he 
said the government would 
ensure that all sides 
respected the country’s new 
labour law, which calls on 
employers to make efforts to 
retain workers with the help 
of government subsidy 
schemes. 


Albright tells China of 
need for rule of law 


By James Kynpe h Botfng 

Madeleine Albright, US 
secretary of state, indicated 
yesterday that China’s pur- 
suit of the “rule of law" is to 
become a key issue in its 
bilateral relations with the 
US and at a planned presi- 
dential summit in June. 

Ms Albright, in Beijing to 
prepare for the summit, 
made a ground-breaking 
appearance before a recently 
Opened National Judges Col- 
lege, where she praised Chi- 
na's efforts to reform Its 
legal system and stressed 
that further work was 
needed to safeguard the 
country's commercial and 
social changes. 

A Chinese academic with' 
close ties to the leadership 
said Beijing was trying to 
replace its relatively arbi- 
trary “rule of man" with a 
modern legal system. But, be 
added, this was a perilous 
endeavour because it 
implied a progressive con- 
tainment of the powers of 
the Communist party, which 
rules by administrative fiat 

The primary motive 
behind China's legal reform 
programme is to attract 
more foreign investment and 
increase the effectiveness of 
domestic economic reforms, 
officials said. Many commer- 
cial activities, such as stock 
market trading and corpo- 
rate privatisation, are car- 
ried out in China without a 
formal legal umbrella. 



Madeleine Atoright and Zhu Rongji, Chinese PM, yesterday Reuters 


On other issues, Ms 
Albright indicated that some 
sanctions from the era of US 
censure erf the 1989 massacre 
of protesters around Tianan- 
men Square may be lifted. 
US officials said a ban on 
insurance provisions to US 
companies from the Over- 
seas Private Investment Cor- 
poration and on funding for 
US companies In China from 
the Trade and Development 
Agency may be lifted. 

The easing of other sanc- 
tions - which include mili- 
tary sales, sales of crime 
control equipment and on 
China’s launching of US sat- 
ellites - is likely to depend 
on how many concessions 


China makes. "We will con- 
sider fixture waivers in the 
context of progress on Chi- 
na's part,” Ms Albright said. 

China appeared unmoving 
on the issue of possible 
fixture talks with the Dalai 
Lama, the exiled spiritual 
leader of Tibet. Tang Guo 
qiang, a Chinese foreign 
ministry spokesman, said 
that the fact that the Dalai 
Lama broke off talks In 1993 
showed he was insincere. He 
also accused the spiritual 
leader of professing a desire 
for autonomy in Tibet, when 
what he really wanted was 
full-scale independence. 



NEWS DIGEST 

SETBACK FOR JAPANESE PARTY 

Former prime minister 
quits his seat in Diet 

Morihiro Hosokawa, a former 
prime minister of Japan (left), 
resigned his seat in the Lower 
House of the Diet yesterday. 
His period in office four years 
ago broke 38 years of rule by 
the Liberal Democratic party. 
Mr Hosokawa enjoyed a repu- 
tation for integrity as one who 
fought against entrenched 
political interests and and the 
politicialiy powerful bureau- 
cracy. However, he abruptly 
resigned as prime minister in 
disgrace when it was 
rumoured that he had once 
used donations from a delivery 
company to win an election in 
his native Kumamoto prefec- 
ture. His departure is a setback for the Democratic party, 
which was formed by the amalgamation of various opposition 
groups created after the break-up of Shin Shinto, the former 
main opposition headed by Ichiro Ozawa. In a recent poll by 
the Asahi Shim bun, a leading national daily, the Democratic 
party received an approval rating of Just 9 per cent, second 
behind the ruling LDP. Midhdyo Nakamoto, Tokyo 

JAPANESE ECONOMY 

Construction orders decline 

Government spending cuts and lacklustre private demand hit 
Japan's construction sector last month. Orders at the coun- 
try's 50 biggest construction companies dropped an annual 
4.7 per cent in March, according to the construction ministry. 
It was the third consecutive month of year-on-year falls for 
the industry, which employs about 10 per cent of the active 
workforce. Public sector orders fell 6 per cent, while private 
sector orders were down 1 per cent The benefits of the latest 
Y16,OOObn ($123bn) package are expected to start feeding 
through in June. For the fiscal year ending on March 31. 
orders were down 8.9 per cent on the previous 12 months. 

The collapse in consumer confidence continued to hit the 
housing sector, where starts fell an annual 1 1.9 per cent last 
month. Starts of private homes and homes for rental - 
accounting for about two-thirds of the total - fell 11.4 per 
cent and 15.2 per cent respectively. In the year ending March 
31 , overall stats fell 17.7 per cent with private homes down 
29 per cent and rental homes down 16 per cent 
Paul Abrahams, Tokyo 

INVESTMENT IN MALAYSIA 

Telecom stakes limits raised 

Malaysia said yesterday it would raise the limit on foreign 
telecommunications equity holdings to 61 per cent from 49 
per cent, in what analysts saw as an attempt to attract much- 
needed capital. But foreigners must cut their stakes to 49 per 
cent within five years and source all the funding from abroad. 
Approval will be granted only on a case-by-case basis. 

Analysts said the conditions made it clear that Malaysia 
sen ply wanted to use foreigners temporarily to ease the pain 
on selected companies produced by the Asian financial crisis. 
Malaysian companies are straggling to raise funds as the 
regional crisis takes hold. Banks have become especially pru- 
dent, as bad loans rise. Analysts say Malaysia badly needs 
foreign funds but Is unwilling to make the structural changes 
necessary to attract foreign investments. Leo Moggie, minister 
of energy, telecommunications and posts, said five years was 
sufficient time for foreigners to gain from their Investments. 
Sheila McNulty, Kuala Lumpur 

HONG KONG BANKS 


Ecfitmrfal comment, Page 13 


Capital adequacy ratios lifted 

Hong Kong regulators are to raise the minimum capital ade- 
quacy requirements for local banks as a consequence of the 
Aslan financial crisis. Under existing rules, banks must main- 
tain a minimum capital adequacy ratio of 8 per cent of total 
assets. In practice. Hong Kong banks - as with many in 
Europe aid the US - have capital adequacy ratios of 10 per 
cent or above. The Hong Kong Monetary Authority, the territo- 
ry's quasi central bank which supervises the banking sector, 
says It win formalise the level at a statutory minimum level of 
10-12 per cent Louise Lucas, Hong Kong 


HOPES OF RICHES EIGHT KILLED AS THOUSANDS OF UNEMP LOYED WORKERS GO ON RAMPAGE IN TWO TOWN S IN HUNAN PROVINCE 

Ban on pyramid schemes sparks rioting in China 


By Janes Hanfing 
m Zlanggajle, James Kyoge 
hi Beijing and John Rktosag 
in Kong Kang 

China. Instructed local 
authorities to maintain 
social stability yesterday 
alter a ban on pyramid 
schemes, under which goods 
arc sold on to other direct 
sellers hoping for riches, 
touched off rioting by unem- 
ployed workers. 

The riots - which killed 
up to eight people in Zba- 
ngjiajie and Hengyang, 
3E2 in the central prov- 
ince of Hunan - threw ! r. to 
sharp relief the challenge 
China's leaders face as the 
posh through *** *“!?* 
reforms, which are causing a 
. in unfimuloymenL 


Dashed expectations of 
wealth can drive a militant 
urge In a country where 
many fear being left behind 
in the rush ti. get rich. 

-We are all teld-off work- 
ers. We got intb direct sell- 
ing because hardship. 
They shut out factory 
down," said one 
ngjiajie who had 
the neighbouring 

Anhui. He was 
electric massage machine 
and Tibetan “snowy moun- 
tain” dietary plDs. 

The riots were the 
serious example of si 
unrest since a mllestoi 
Communist party congre 
last September set down a\ 
course for- accelerated free 
market reforms. Chinese 
commentators said that if 


sell 


social unrest was to spiral 
out of control in China, the 
government might be 
tempted to slow economic 
reforms to restore stability. 
The disturbances also high- 
lighted how widespread unli- 
censed direct sales schemes 
had become before the ban 
was imposed last week. 

Li Gangling, mayor of Zha- 
ngjiajie, described the scenes 
of chaos in his town late last 
week. He said that about 
10.000 people swarmed into 
the town on the day after 
the ban was announced, 
clamouring for their money 
back at the company which 
made the electric massage 
machines, Kang Fu Bao 
(Healthy Skin Treasure). 
\Laier, anger boiled over into 
rioting around the town haD, 


where vehicles and shops 
were wrecked. Four people 
were killed and 53 injured, 
including 10 policemen. 

“The rioters came from 16 
provinces throughout China. 
Those killed got trampled 
under foot as the crowd 
stampeded," said Mr Li. 
“Many of these people were 
were lured by the promise of 
riches and then deceived." 

Theretafl price of the elec- 
tric massage machine was 
supposed to be YnTOO ($85), 
but some unsuspecting buy- 
ers were paying YnS^OQ in 
the hope erf being able to sell 
an at a profit Managers of 
the Kang Fu Bao factory had 
been arrested and about 
Yn7m had been paid by the 
factory in recompense so fer, 
said Mr LL Thousands more 


direct salesmen are still 
waiting to be compensated. 

Soldiers and scores of 
police patrolled the central 
square in Zhangjiajie last 
night, keeping watch over 
several hundred sales people 
who continued to try to sell 
their wares to bystanders. 

In Hengyang. four direct 
sales company employers 
were reportedly killed when 
their sales people rioted in a 
demand for compensation. In 
Shenzhen, a Chinese boom 
town bordering Hong Kong, 
direct sales agents were 
appealing yesterday to the 
municipal government for 
help. 

“I have been left 
with thousands of yuan of 
useless goods," said one 
agent who had moved to 


Shenzhen to join the selling 
scheme. “I wanted to make 
money to send back to my 
relatives. Now I have noth- 
ing." 

Chinese academics in Bei- 
jing said the greatest fear of 
the national leadership is of 
unrest among the unem- 
ployed. 

"During the era of commu- 
nism we never really had a 
genuine proletariat Now as 
we try to create capitalism 
we have made true proletari- 
ats; those people who have 
no wealth at all." said Wang 
Shan, planning director of 
the respected Beijing Ding- 
shengyuan Cultural Develop- 
ment Co. 

“The leadership is most 
afraid of unrest among these 
people," Mr Wang added. 
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We may not know as much 
about “Breguet” and 
“Vacheron & Constantin”, 
but Asset Allocation 
and Stockpicking are our 
areas of expertise. 

A collector of watches recognises intricacy jnd superi- 
or craftsmanship where a layman secs barely more 
than the time. Happily, we have our area of expertise, 
too. UBS is not only the largest Swiss bank but it is 
also a leading global asset manager. Hie Swiss quality 
and banking tradition that we bring ro our individual- 
ised services allow us to execute your investment goals 
with precision and expertise, and establish relation- 
ships based on discretion, security and trust. This 
means you can safely invest just a minimum of time 
managing your portfolio, and more on your hobby. 
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Wall Street celebrates the Goldilocks economy 


By Gerard Baker la Washington 

Wall Street was back in 
celebratory mood yesterday 
following clear evidence that 
the US economy remained 
locked on a benign path of 
solid growth with low infla- 
tion in the first three 
months of the year. 

Three days after newspa- 
per reports that the Federal 
Reserve was leaning towards 
an interest rate increase to 
kill . off inflationary pres- 
sures, a stream of statistics 
yesterday suggested such 

talk was premature. 

Particularly encouraging 


for investors - was the news 
that the pace of labour cost 
increases actually slowed in 
the first quarter, casting 
doubt on the proposition 
that low unemployment is 
about to send wages soaring. 

But the most striking 
aspect of yesterday's reports 
was that they dearly under- 
lined the central theme of 
the US economy’s perfor- 
mance in 199& remarkably 
strong domestic demand, 
tempered by a heavy drag on 
the economy from the Asian 
financial crisis. 

In fact the divergence 

between the domestic and 


external sectors of the econ- 
omy was one of the most 
extreme it has ever been; 
economists said this merely 
emphasised how uncertain 
the outlook remains. 

“What we have Is the Gol- 
dilocks economy - not too 
hot, not too cold," said Rob- 
ert DiClemente, chief US 
economist with Salomon 
Smith Barney, the New York 
investment bank. "But it's 
like a really hot bowl of por- 
ridge with great lumps of ice 
in it. The ice is the Asian 
effect, and no one knows 
how hot or cold the economy 
is going to get” 


The headline figure for 
growth in gross domestic 
product - 42 per cent at an 
annual rate in the first quar- 
ter, up from last year's 3.8 
per cent - masked the scale 
of the divergence. Domestic 
demand surged at an annual 
rate of 53 per cent, as con- 
sumer spending and residen- 
tial construction accelerated- 
investment leapt at a rate of 
17.6 per cent, with capital 
goods spending - mostly 
computers - up 29 per cent. 

But the Aslan effect can- 
celled out some of that 
domestic growth. Net 
exports - the negative con- 


tribution to GDP from the 
trade deficit - deteriorated 
sharply to an annual rate of 
S199bn, from $l59hn in the 
fourth quarter of last year. 
That took 1.8 percentage 
points from GDP growth. 

The inflation picture was 
unambiguously benign. In 
the first quarter, domestic 
prices were stationary, the 
first time there has been no 
increase since 1954. Most 
important, the employment 
cost index - regarded by 
Federal Reserve policy- 
makers as the most reliable 
indicator of labour costs 
faced by employees - actu- 


ally decelerated in the First 
quarter. Total compensation 
increased by 0.7 per cent, 
down from a l per cent pace 
in the previous quarter. 

The critical question for 
the Fed’s interest rate policy 
is; how trill the tension 
between domestic and inter- 
national factors play out 
from here? Yesterday's 
reports s ug g e st the outlook 
is more mirpttain than ever. 

It seems probable that the 
strong pace of domestic 
demand wilt ease slightly 
over the next few months, 
but it Is not known by how 
mueb. Economists believe 


l first quarter figures ww 
ably distorted by unsea- 
sonably warm weather in 
Jantory and February, 
whicl meant construction 
and c&sumer spending were 
much fcher than usual. 

But vie main factors 
underpinning domestic 
spending \ave not changed: 
With inflation Null declining, 
real wage mwth is at its 
highest l ecu this decade. 
Nominal intirast rues are 

near their luYest levels in 
five years. They ode market 
- which rpeoveced most of 
the week's earkA losses yes- 
terday - is still miking con- 


sumers foci confident about 
their future. 

- The other uncertainty is 
what happens to. trade, it is 
highly probable that, though 
the Asian crisis may be eas- 
ing. the US has nut seen the 
worst of the impact on ttj, 
trade posit lun. 

Trade Is likely to subtract 
heavily from GDP growth for 
the rest of 1998. In these cir- 
cumstances. and with infla- 
tion still a distant fear 
rather than an imminent 
reality, few economists 
believe the Fed te ready to 
pull the interest rate trigger 
far at least a few months yet. 


Setback for 
C lin ton over 
Lewinsky 


Mr*-"- 


By Mark Suzman m Wasfungbm 

A federal judge has ruled 
that Monica Lewinsky did 
not strike a valid immunity 
deal with prosecutors con- 
cerning her testimony on 
allegations that US President 
Bill Clinton tried to per- 
suade her to cover up evi- 
dence of an affair between 
them. 

The decision is a blow for 
the White House and leaves 
open the possibility of Ken- 
neth Starr, the independent 
counsel, filing criminal 
charges against Ms Lewin- 
sky unless she co-operates 
fully with his investigation. 

Ms Lewinsky's lawyers 
had contended that Mr Starr 
agreed to give Ms Lewinsky 
immunity from prosecution, 
in January following a writ- 
ten “proffer” de tailing what 
her testimony would say. 

However the independent 
counsel’s office denied a 
final deal had been struck, 
an interpretation with which 
Judge Nonna Holloway, the 
judge overseeing the Investi- 
gation, has now concurred. 

Although the ruling is not 
yet formally public. Judge 


Holloway is understood to 
have notified all parties 
about her decision last week. 

Ms Lewinsky has denied 
under oath having an affair 
with Mr Clinton, but the 
proffer is believed to have 
admitted a sexual relation- 
ship while denying the more 
serious charge that the presi- 
dent sought to persuade her 
to lie about iL 

Mike McCurry. White 
House spokesman, suggested 
the decision had been leaked 
to the press in order to 
embarrass Mr Clinton ahead 
of a planned press confer- 
ence yesterday. “1 think the 
story managed to find its 
way into the public domain 
after it was clear we were 
having a press conference," 
he said. 

However. Mr McCurry 
Indicated it was very 
unlikely Mr Clinton would 
expand on his previous deni- 
als of an affair and provide 
details of his relationship 
with Ms Lewinsky. 

“He’s been very clear on 
these matters and I expect 
him to be as clear as he's 
been in the past," Mr 
McCurry said. 



Microsoft 
facing states’ 
anti-trust suits 


Lewfri&ky outside her home this week 


Although the judge's rul- 
ing is subject to appeal, it 
could help revitalise Mr 
Starr’s flagging investiga- 
tion. In recent weeks, Demo- 
crats have taken advantage 
of growing public impatience 
with the matter to call for a 
rapid end to the inquiry. 

However. Mr Starr has 
been severely hampered by 
legal delays caused by the 
dispute over Ms Lewinsky’s 
immunity status and a sepa- 
rate argument with the 
White House over whether 


senior presidential aides and 
secret service agents can be 
required to testify on the 
matter. 

Mr Starr now has several 
options to try to secure the 
co-operation of Ms Lewinsky, 
who is regarded as the key 
witness in the investigation 

He can either try to rene- 
gotiate an immunity deal in 
exchange for more detailed 
evidence than was initially 
offered, or force her 
to testify under threat of 
prosecution. 


By Looise Keboe 
in San Francisco 

Legal action aimed at 
preventing Microsoft from 
launching a new version of 
Windows now appears immi- 
nent. Attomeys-general from 
13 US states are preparing 
an anti-trust lawsuit against 
the software company in 
which they are expected to 
seek an injunction to block 
sales of Windows 98. 

The timing and details of 
the lawsuit have yet to be 
determined. However, tbe 
action now appears likely to 
move ahead quickly follow- 
ing a series of meetings 
between tbe state officials 
and Microsoft executives last 
week. 

Those meetings are under- 
stood not to have resolved 
the states' concerns about 
Microsoft's plans to blend its 
internet browser software 
with its personal computer 
operating system in Win- 
dows 98, a new version of 
Windows that is scheduled 
for release into retail chan- 
nels in late June. 

Industry analysts said that 
any such lawsuit would need 
to be filed before mid-Mav. 
when Microsoft plans to pro- 


vide copies of Windows 98 to 
PC manufacturers who 
would install the software on 
their products. After that 
date, the potential tor busi- 
ness disruption throughout 
the PC industry would weigh 
heavily against a court 
granting an injunction. 

With dozens of other soft- 
ware developers planning to 
introduce applications pro- 
grams designed for use with 
Windows 9S and PC manu- 
facturers also searing up for 
the introduction of the 
Microsoft program, there is a 
mounting sense of urgency 
surrounding the anti-trust 
inquiries. 

Political support fur anti- 
trust action against Micro- 
soft is also rising. Edward 
Markey, a leading Democrat 
congressman, said yesterday 
that tbe Justice Department 
was “absolutely right to take 
action" against the com- 
pany. 

The state attomeys-gen- 
eral have been investigating 
Microsoft's activities tor sev- 
eral months. Their inquiry is 
separate from that being 
conducted by the US Justice 
Department, although state 
and federal investigators 
have shared information. 


Caracas takes 
phone\dispute 
to court 


By Raymond Cofitt in Caracas 

The Venezuelan government' 
is taking a dispute over the 
monopoly rights of the coun- 
try’s telecommunications 
provider to court. In an 
attempt to speed up the 
opening of the basic tele- 
phony market. 

The ministry of transport 
and telecommunications said 
yesterday it would nsk tin* 
Supreme Court whether the 
government can authorise 
new t elccomm un tea t ions 
companies to invest before 
November 2000. when the 
monopoly of Compafrln 
Anonima Nacionai Telefonos 
de Venezuela expires. 

“This is not about the date 
of opening the market to 
other operators; we want to 
clarify whether the govern- 
ment has the right to allow 
other companies to invest in 
the sector before 2000." said 
Moists Orozco Gntterul. min- 
ister of transport and com- 
munications. 

CANTY's monopoly rights 
in the fixed line market art- 
part of a sales contract 
signed in 1991 by an interna- 
tional consortium that 
acquired a controlling stoke 
in the company. 


The group is marie up of 
GTE and AT&T of the US. 
Telefonica de Espafla of 
. .Spain, as well ;is a Venezue- 
lan bank anti a utility com- 
pany. CANTY said it agreed 
to have the dispute settled 
by the Supreme Court but 
rivchnetl further comment. 

“A court decision in 
favour of an early tender 
rouM force CANTV to speed 
up il< investment plans." 
says Ricardo PenfoM. sramr 
analyst with Santander 
Investment m Caracas. 
CANTV has already been 
investing heavily in infra- 
structure so as to defend its 
market share after anno. 

A number of investors, 
including the Venezuelan 
Cisneros group, which now 
competes With CANTV In 
the cellular tvli*phone mar- 
ket through its subsidiary 
Tclcel. have expressed inter- 
est in baste telephony- 

The row begun when Mr 
Orozco last year announced 
an International tender for 
additional operator* to com- 
pete in basic telephony. The 
government is keen on liv- 
ing investors huild up an 
infrastructure to be able to 
compete when (.MX TV's 
monopoly expires. 


INTERNATIONAL 




Israel relaxes to celebrate 50th birthday 


By Judy Dempsey ta Jerusalem 

Israelis yesterday celebrated 
B0 years of independence by 
leaving aside their custom- 
ary impatience and Instead 
rambled in the parks, 
indulged in barbecues or 
took to the coast 

Drivers refrained from 
honking their horns, a com- 
mon habit even if the traffic 
lights have not quite 
changed to green. And they 
gave way to parents and 
children ambling along in 
the warm sunshine. 

Even the radio changed its 
tone. The endless daily rep- 
ertoire of political pro- 


grammes. interviews and 
arguments was off the air- 
waves. The stations instead 
played music for most of the 
day. For once, politicians 
were not available for com- 
ment. And much to the relief 
of the organisers, the event 
marking the climax of the 
celebrations - "Jubilee 
Bells", a musical extrava- 
ganza in a stadium not far 
from the Israel's Knesset or 
parliament - was scheduled 
to go ahead as planned. 

Typical of the tensions 
between the secular and reli- 
gious strands of society, 
some ultra-Orthodox Jews 
had demanded the Batsheva 


Dance Company, the high- 
light of the evening's enter- 
tainment, c han ge its routine. 
Part of it involved the danc- 
ers stripping down to their 
underwear. The ultra-Ortho- 
dox said it was offensive to 
watch. The artists held their 
ground, insisting they would 
not vow to religious coercion 
or censorship. 

A1 Gore, US vice-president, 
who arrived in Israel yester- 
day. will be the guest of hon- 
our at the "Jubilee Bells". 
After earlier inspecting a 
guard of honour, he reas- 
sured Benjamin Netanyahu. 
Israeli prime minister, of 
Washington's loyalty to 


Israel. “As Israel faces its 
next 50 years, these uncer- 
tain times yield certain 
truths - the most Important 
among these is the trust that 
as Israel fulfils its destiny, 
the United States of America 
will never let you stand 
alone.” He made no refer- 
ence to the stalled peace 
negotiations with the Pales- 
tinians. Mr Netanyahu lav- 
ished praise on Mr Gore, 
who is hoping to succeed 
President Bill Clinton into 
the White House. 

Across the other side of 
the city, on the outskirts of 
east Jerusalem, the atmo- 
sphere was markedly differ- 


ent, with the divisions 
between the pro and anti- 
peace camps as sharp as 
ever. Near the foot of the hill 
of Har Homa, Jabal Abu 
Ghneim in Arabic, police 
prevented a few hundred 
Peace Now activists from 
going up the hilL They w ere 
demonstrating against gov- 
ernment plans to build a 
new Jewish settlement, 
which they said would 
destroy the peace process. 
They waved placards pro- 
claiming: "Har Homa Equals 
War.” 

However. -L000 nationalists 
and Jewish settlers, waving 
Israeli flags, did climb to the 


top of the hill. The settlers 
believe the government is 
draggir^ its feet in issuing 
the tenders to start the con- 
struction of up to 6,000 
homes. So they laid a corner- 
stone. symbolising the begin- 
ning of construction as 
much as their political clout. 
Their supporters were bused 
in from from the West Bank 
settlements and provided 
with entertainment and 
refreshments. 

In contrast, no Palestin- 
ians have been allowed enter 
Israel from either the West 
Bank or Gaza until Sunday. 
The government refused 
entry for security reasons. 


‘Doctor’ who wants democratic Arab TV 

Roula Khalaf on a satellite channel chairman having trouble convincing media circles 
in the region of his political motives but determined people will have their voices heard 


I d a mews house in central 
London, Soumar al- Assad, 
the 27-year-old chairman of 
Arab News Network (ANN), 
ponders the sorry state of 
government-controlled Arab 
television news programmes. 

He describes the mission 
of his satellite channel, 
launched last year, as the 
creation of “democratic” 
Arab television. “We are a 
new school in Arab media 
and what we are trying to 
achieve is free journalism," 
he declares. 

But “Dr” Soumar, as he is 
known at the station, though 
he has yet to complete a 
PhD, is having trouble con- 
vincing Arab media circles 
of both his political motives 
and his long-term ability to 
stay on the air. 

His biggest problem is 
summed up by the portrait 
on his desk. It shows his 
father, Rifaat ai-Assad, 
brother and displaced rival 
of Hafez al-Assad. the Syrian 
president 

In February, Rifaat was 
dismissed from his largely 
ceremonial post of Syrian 
vice-president It was official 
confirmation of a rift 
between the brothers which 
dates back to 1984. when, 
while the president lay ill. 
Rifaat marched his elite 
defence force into Damascus. 

RifeaFs action was seen as 
an attempt to take power. 
After a tense stand-off, he 


was sent into exile in 
Europe. He was permitted to 
retain a vice-presidential 
title to keep up appearances 
and was allowed back into 
Syria only on the death of 
his mother in 1992. 

During his exile, Rifaat 
dabbled in the media busi- 
ness, starting four publica- 
tions in Paris In the 1980s. 
By 1992, he had closed them 
all down for financial rea- 
sons. 

ANN is part of a planned 
media comeback for the fam- 
ily. The young Mr Assad 
started a weekly magazine 


recent decision to make 
Rifaat's dismissal public. 

During tbe visit of Crown 
Prince Abdullah of Saudi 
Arabia to Syria that month, 
ANN showed footage of a 
dinn er given in his honour 
by Rifaat. an old friend. 
ANN’S decision to highlight 
this private meeting 
appeared to be an attempt to 
embarrass President Assad. 

Soumar says ANN was 
then at an “experimental 
stage" and pictures of the 
crown prince’s meetings 
with the president were also 
broadcast. 


Those with the most money can be 
on the air today. But it will take time 
before the dust will start to settle’ 


called El Chaab in Paris last 
year and a satellite radio sta- 
tion is now being prepared 
tor launch. 

He is also co-founder of a 
new political party called the 
Party of the Arab People, 
claiming commitment to 
what he refers to as “demo- 
cratic solidarity” in the Arab 
world. He says ANN exists 
"to tell the Arab people that 
their voices will be heard. 
This is our slogan.” 

Some believe an ANN pro- 
gramme last July contrib- 
uted to President Assad's 


Scepticism about ANN 
runs deeper. Soumar and his 
partners are spending SlOOm 
over five years on ANN. tbe 
latest in the proliferation of 
satellite channels catering 
for the Arab world. 

The satellite fever has 
been fuelled by Saudi 
Arabia’s attempt to domi- 
nate the dissemination of 
information in the region 
and spread a moderate 
Islamist message to counter 
growing fundamentalism 
and defend the Saudi royal 
family against its critics. 


But media executives say 
the pan-Arab advertising 
market, estimated at $lbn, is 
not expanding fast enough 
to sustain the growth of sat- 
ellite TV, which has been 
stimulated by billions of dol- 
lars of investment, much of 
it from Saudis connected to 
the royal family. 

“Those with the most 
money can be on the air 
today,” says Hala Outran, 
former managing director of 
Middle East Broadcasting 
Centre, the first pan-Arab 
station to go on satellite. 

"But there is a lot of chaos 
in the skies and It win talcs 
time before the dust settles. 
Hen some very strong sta- 
tions will stay but others 
will go out of business." 

Many governments in the 
region may be keen to prop 
ANN up as a competitor to 
Al Jazira, the only other 
Arab satellite channel 
devoted to news. 

Al Jazira is backed by the 
Qatari government, and its 
critical programmes have 
infuriated many Arab rulers. 
Arab newspaper reports say 
ANN has already received 
an infusion of capital from 
Saudi investors this year to 
allow It to compete better 
with Al Jazira. though Sou- 
mar dentes this. 

Al Jazira was launched at 
the end of 1996, stepping into 
the space left when BBC 
Arabic Television collapsed 



Soumar al Assad: b sBo w oa in ‘democratic television’ 


earlier that year, following 
political and 1 programming 
rows between the British 
broadcaster and its Saudi 
joint-venture partner. Al 
Jazira took over much of the 
BBC staff: 

Since then, it has provided 
the most daring news pro- 
gramming and political 
debate the Arab world has 
seen, and followed an 
agenda which aims to break 
the taboos Imposed by Arab 
rulers - be it human rights, 
women's issues, or political 
opposition. 

Governments from Kuwait 
to Egypt and Algeria have 
lodged official complaints 
about the channel with the 


Qatari government. But 
when a Kuwaiti minister 
went to Qatar to complain 
about what his government 
saw as the channel's pro- 
Iraqi stance. Al Jazira was 
not intimidated. 

Instead, the channel cov- 
ered the visit, publicising its 
own importance in the Arab 
world and angering the 
Kuwaitis even more. 

Soumar acknowledges that 
Al Jazira Is a worthy com- 
petitor, but not one he is 
keen to emulate. His notion 
of "democratic television," 
he says, is not to attack gov- 
ernments or opposition 
groups, but simply to give- 
everyone's views. 


Syrian 

poet 

Qabbani 

dies 


Nizar Qabbani, the Syrian 
poet whose verses on love 
and life inspired generations 
of Arabs, died yesterday at 
his London home. He was 7 T», 
AP reports. 

Qabbani, a former diplo 
mat, suffered a heart attack 
and died in the early hours, 
his family said. He had been 
in poor health for some 
months and had undergone 
open-heart surgery last year. 

In the Arab world, radio 
and TV stations led bulletins 
with the news. Syrian televi- 
sion interrupted its pro- 
grammes. and Hafez Assad. 
Syrian president, gave 
orders for an aircraft to 
bring Qabbani's body home. 

“His poetry was more pow- 
erful than all the Arab 
regimes put together, 
although it entailed only 
moral power." Beirut liter- 
ary critic Abdou Wazen said, 
as tributes poured in from 
across tbe Arab world. 

Prayers were scheduled for 
today at London's biggest 
mosque in Regent’s Park. 

Qabbani quit the Syrian 
diplomatic service in I960 
after serving in embassies in 
Paris. London, Beijing and 
Madrid. It was while work- 
ing as a diplomat in London 
that he caught public atten- 
tion in 1954 when he pub- 
lished “Childhood of a 
Breast", a collection of 
poems that broke with con- 
servative Arab traditions. 

Widely known as the “poet 
of women and love". Qab- 
bani also wrote on political 
themes. He was an Arab 
nationalist. But his poems 
also ridiculed Arab dictators, 
blaming them for social 
backwardness and defeat in 
wars with Israel 
He wrote more than two 
dozen books of poems. He 
also contributed to the Lon- 
don-based) Arabic-language 
newspaper. Al-Hayat. 

When will they 

announce 
the death of the Arabs?". a 
Poem published in 1994. pro- 
voked controversy in the 
Arab world, it contained the 
lines: “They have no daugb- 
kp/they have no sons'and 
there is no grief/and there 
are no mourners." 


Terrorism 

claims 

fewer 

casualties 


The number of casualties 
from international terrorism 
dropped sharply last year 
compared with 1996 and the 1 
overall total of such inci- 
dents fell to one of its lowest 
annual totals since 1971, the 
US State Department said 
yesterday, AP reports from 
Washington. 

The department’s annual 
terrorism report said 221 per- 
sons died last year in terror- 
ist acts compared with 314 in 
1996. The number of 
wounded also was down - 
693 last year compared with 
2,912 the previous year. Col- 
ombia was the scene of more 
than one-third of all terrorist 
attacks last year worldwide. 

The most serious incident 
last year worldwide occurred 
in Egypt, when terrorists 
killed 62 people at a temple 
in Luxor in November, the 
study said. 

Seven US citizens died and 
21 were wounded in 1997 
compared with 23 dead and 
510 wounded the previous 
year, the report said. 

Of the 304 acts of interna- 
tional terrorism last year, 
about one-third were against 
US targets, and most of 
those consisted of low-level 
bombings of multinational 
oil pipelines in Colombia. 
The attacks caused damage 
but no casualties. Colombian 
terrorists regard the pipe- 
lines as a US target. 

The decline in terrorist 
incidents in recent years was 
attributed in part to the suc- 
cess of law enforcement 
agencies in tracking down 
those responsible and giving 
them severe prison terms. 

According to the report. 
Iran was responsible tor W 
assassinations in 199? and 
remained the "most active” 
state sponsor or terrorism in 
1997 despite a more concilia- 
tory posture by Iranian Pres* 
ident Mohammad Khatami, 
who was Inaugurated last 
August. A diplomat at Iran's 
UN mission In New York 
declined to comment on the 
report, saying the mission 
had not yet seen it. The 
report held Iran responsible 
for eight assassinations ill 
1996. 
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By Jane Martinson, 

Correspondent 


as takes 
dispute 
rt 


fund management 
watchdog, imposed the first 
fines on trustees responsible 
for unit trusts yesterday 
atter an investigation into 
two companies involved tn 
the Peter Young scandal. 

Royal Bank of Scotland, 
the UK’s largest unit trust 
trustee, was fined £290.000 
for its handling of two Mor- 
gan Grenfell unit trusts 
gC found to have made unau- 
* thorised investments in 
unlisted securities. 


General Accident, the 
insurer, was fined £120,000 
for its role in' the case that 
led to the suspension of Mr 
Young in September 1996- 
Mr Young is a' former fund 
manager at Morgan GtenfblL' 
Hie action has hi g hli ghted 
the issue of trustees' respon- 
sibilities. Imro said yester- 
day; “The bottom line Is that 
trustees must he proactive 
in looking after. ■the interests 
of investors. They must not 
forget why they are there 
and should- not take any- 
thing on trufet,** 

Royal Bank of Scotland, 


which took over the trustee- 
ship of the two foods in the 
months preceding Mr 
Young's suspension in Sep- 
tember 19%, was fined on 
two counts: it was found 
guilty of failing to supervise 
the trusts adequately and of 
foiling to identify that the 
investments ran counter to 
regulations. 

The company, which still 
acts for the two trusts as 
part of a £36bn portfolio, was 
ordered to pay Imro’s costs 

Of £143,400. 

RBS said yesterday that it 
had been trustee to the 


funds - the European 
Growth Trust and Europa 
Fund - far only a short time 
when the breaches camg to 
light In August 1996. 

It was also working on 
new compliance systems, 
which came into effect in 
January 1997. 

General Accident received 
a lower fine because it was 
found to have actively inves- 
tigated the activities of Mr 
Young during its tenure of 
the trusts. “Having asked 
the questions they didn't fol- 
low it up,” said Imro. 

GA, which pulled out of 


the unit trust business early 
in 1996, was ordered to pay 
higher costs of £247.400 after 
breaching four rules. 

As well as failing to notice 
the type of investments and 
their concentration, it also 

failed to record breaches in 

its report and to take cer tain 
share certificates into 
custody. 

Imro did not find any evi- 
dence that GA failed to 
notify the regulator about 
any known misdoing. 

Industry analysts bad not 
expected the fines to be so 
different. However, GA made 


a combative statement in 
response to the fine. Richard 
Whitaker, GA company sec- 
retary, said the company 
wa6 disappointed by the 
ruling. 

“As can be seen by the 
length of trlmp it T>.-x faktyn 
Imro to deal with this, the 
matters are highly com- 
plex... In this context GA 
believes that overall It dis- 
charged its trustee duties 
both diligently and compe- 
tently," Mr Whitaker said. 

Mr Young is stfll subject 
to an investigation by the 
Serious Fraud Office. 
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IRA refuses to hand over weapons 


By John Murray Brown 
fn Dublin 


The UK government yester- 
day warned that Sinn F#in 
could not -pick and choose" 
from the Northern Ireland 
peace accord, after the IRA, 
its military wing, announced 
it would not “decommission” 
its arms. 

Calling the deal a package, 
Tony Blair, prime mn , riRt er t 
said: “There cannot be parts 
that people agree with and 
parts they do not agree with 
- and it’s not just a question 
of decommissioning." 

In Belfast, where be was 
speaking at a Chamber of 
Commerce lunch, George 
Mitchell, the US senator who 
chaired the multi-party 
talks, said decommissioning 
should “begin as soon as 
possible and be as complete 
as possible". 

“I am convinced beyond 
any doubt that the over- 
whelming majority of the 
people of Northern Ireland, 
while acknowledging their 
differences, want to solve 
those differences through 
democratic and exclusively 
peaceful means." be said. 

The IRA statement, its 
first on the April 10 agree- 
ment. ruled out any decom- 
missioning of arms. Carried 
hi this week's An Phoblacht/ 


LANDS SOLDIERS OF FREEDOM 



On the day die Irish Repubficani Army made the weapons amowiCMiieiit, tWs RA mural in the district 
of Andarstown, west Belfast, wn the backdrop for a famiSar domestic seem AP 


Republican News newspa- 
per, it said while the peace 
accord was “a significant 
development" it fell short of 
a durable settlement 
But the IRA also com- 
mended the “success" of the 
Sinn F6in peace strategy, 


and urged republicans to fol- 
low the advice of the party 
leadership, who are expected 
to recommend acceptance of 
the agreement when they 
meet at a special c onfe rence 
on May 10. 

Unionists reacted angrily. 


The Rev Ian Paisley, leader 
of the hardline Protestant 
Democratic Unionist party, 
which is campaigning 
against the peace deal, said: 
“The IRA is putting its 
thumb m ar k on the agree- 
ment, but they are also 


warning the government 
that if they do not get what 
they want they will go back 
to terrorism.” 

David Trimble, leader of 
the Ulster Unionists, was 
more circumspect, warning: 
“You can’t say there is an 
agreement if some party has 
a private army, armed to the 
teeth, and ready for action." 

Mr Blair «at<k “it has got 
to be absolutely clear that 
people who serve in the gov- 
ernment of Northern Ireland 
have to give up violence, 
whichever party it is." 

The continuing concern 
over decommissioning was 
underlined by an attempted 
bombing of the Protestant 
garrison town of Lisburn, 
which houses the headquar- 
ters of the British Army in 
Northern Ireland. Police esti- 
mated that the bomb, which 
was made safe by army 
experts, contained up to 
340kg of explosives. 

However, government offi- 
cials in the Republic of 
Ireland played down the IRA 
statement, which they 
suggested was an attempt to 
woo hardliners ahead of the 
referendum to ratify the deal 
on May 22. Gerry Adams. 
Sinn F6in president, said: “I 
t hink everyone needs to 
calm down. What do people 
expect the IRA to say?" 


European 
defence 
changes 
‘must not 
bar US’ 


By Alexander PficoB, 
Defence Correspondent 


Asia work decline hits (Attack on City 


consulting engineers over regions 


By Gautara MaUranl in London 


Cancellation of big 
construction projects in 
south-east Asia is affecting 
the market for British con- 
sulting engineers, the Asso- 
ciation of Consulting Engi- 
neers said yesterday. 

Its annual workload sur- 
vey, which shows a 15 per 
cent increase in the gross 
fees for UK-based work last 
year and a 7 per cent rise in 
fees for overseas contracts, 
reflects a reversal of the 
trends in the sector in 1996. 

Gross fees ftom UK work 
rose to £L3bn ($2_2bn) and 
those ftom overseas con- 
tracts increased to £94 0m. 
The results compare with a 
flat UK construction market 
and a 20 per cent increase in 
the value of overseas work 
in 1996. 

But while fees earned out- 
side the UK increased, the 
capital cost of projects in 
which ACE members were 


involved fell by 7 per cent to 
£99bn. This is attributed to 
the financial crisis and eco- 
nomic uncertainty in south- 
east Asia where the capital 
cost of work fell by 15 per 
cent to £44bn. 

“On the evidence of our 
international work it would 
appear to be mare than a 
blip. If it carries on then 
clearly there will be an effect 
on the home market because 
a lot of projects - are 
Japanese-based," said Nicho- 
las Bennett, chief executive 
of ACE. 

Projects cancelled to the 
cost of British-based consul- 
tancies included the £lbn 
Yangpu land, planning and 
development project in 
China, where London-based 
Maunsell was the leading 
consultant 

The sh rinking sou tb -east 
Asian market is unlikely to 
dominate the international 
market this year as It did in 
1997. However, construction 


activity in other regions are 
steady, with improvements 
recorded in the US. Middle 
East and Africa. 

9 The UK nhemteate indus- 
try Association said it 
expects chemicals output to 
fan this year because of the 
strength of sterling, Roger 
Taylor writes. The leading 
trade body for UK chemicals 
manufacturers said yester- 
day that the industry output 
would fall 1 per cent this 
year after its annual survey 
revealed a 0 A per cent fall in 
output last year. Output in 
the rest of Europe rose 4J5 
per cent last year. 

The survey also revealed 
that investment levels in the 
sector were set to fall after 
peaking this year. 

This contrasts with other 
countries where investment 
spending is set to grow 
strongly this year, with 
France, the Nethe r lan d s and 
the US forecast to see a rise 
of more than 10 per cent 


By Brian (Boom in London 


The City of London was 
attacked by a senior busi- 
ness leader In the English 
Midlands last night as fail- 
ing in its responsibilities to 
regionally-based quoted com- 
panies. 

Brian Woods-Scawen. 
chairman of accountants 
Coopers & Lybrand in the 
area, said institutions and 
ftrnd managers were missing 
investment opportunities 
because they failed to under- 
stand companies that were 
likely to succeed. The criti- 
cisms are likely to be echoed 
in other regions. 

Mr Woods-Scawen said 
companies in the English 
Midlands had developed 
world-class managements 
after learning from the 
recessions of the 1980s and 
1990s, particularly in manu- 
facturing, but were held 
back by their relationship 
with investors. “Many inves- 


tors do not take the time and 
effort to understand the 
company’s strategy, they do 
not have enough insight to 
add value to the relationship 
and most of all they don’t 
say what they think," he 

aairi- 

“Too often, if investors are 
dissatisfied, they speak in a 
coded language which is 
hard to translate. As a 
result, management is not 
fully aware of what the 
Investors are saying." 

Research last year by 
BWD Rensburg. a financial 
services group, showed the 
UK had 2,145 quoted compa- 
nies - 641 in London, 441 in 
the rest of the south-east and 
742 in England’s regions, 
Scotland and Wales (exclu- 
ding investment trusts). 

Mr Woods-Scawen said: 
“More than 100 pics in the 
Midlands are capitalised at 1 
less than £i00m and are 
therefore below the radar 
screen of many institutions." 


The government, although 
keen for consolidation 
among European defence 
manufacturers, would not 
insist UK companies be part 
of a combined grouping if 
they felt it was against their 
interests, John Battle, indus- 
try minister, said yesterday. 

Mr Battle and Lord Gil- 
bert, defence procurement 
minister, were quizzed by 
MPs in a joint session of the 
House of Commons defence 
and industry committees on 
the implications of pan-Euro- 
pean defence consolidation 
for relations with the US. 

“Our intention is not to 
build a fortress Europe. We 
face in both directions." Mr 
Battle said. Lord Gilbert said 
a push towards European 
integration had been needed 
for decades and was now 
being driven by rapid consol- 
idation among US defence 
manufacturers. 

MPs expressed concern 
about whether UK compa- 
nies merged into a pan- 
European entity would con- 
tinue to have access to US 
technological research and 
to Pentagon weapons pro- 
grammes. The US is believed 
to be reluctant to share 
advanced technology with 
French companies. “We’re 
anxious to see that access to 
sensitive technologies is in 
no way imperilled," Lord Gil- 
bert said. 

The ministers stressed it 
was up to defence companies 
to produce solutions on inte- 
gration and to decide what 
would be in the best inter- : 
ests of shareholders. British 
Aerospace, Aerospatiale of 
France and Daimler-Benz 
Aerospace of Germany sub- 
mitted a joint report in 
March to European govern- 
ments that had challenged 
them to produce a rationalis- 
ation plan for tbe aerospace 
and defence industry. 

Mr Battle said the report, 
which has not been pub- 
lished, indicated wide areas 
of agreement as well as 
issues that needed to be 
resolved. He said the three 
companies agreed on form- 
ing a single corporate entity 
brin g in g together ctvil and 
military aerospace. 


Stock Exchange keeps its head down 


Strong feeling sets 
in over market’s 
electronic ordering, 
system, George 
Graham writes 


London Stock Exchange 
officials have been keeping 
their beads below’ the para* 
pet. hoping that market 
users would find themselves 
sufficiently occupied by the 
problems of the Lille futures 
market. 

As consultations draw to a 
dose over possible changes 
to the Sets electronic order 
book introduced by the 
exchange last October, how- 
ever. the undercurrents of 
ill -feeling among brokers, 
companies and institutional 
investors are starting to bub- 
ble over. 

Market users fall into dif- 
ferent camps but many Mho 
the basic complaint that Sets 
■s capturing such a small 
share of trading volume that 
its prices are erratic and 
unrepresentative of the over- 
all market. . 

in tin* consultation docu- 
ment n issued to market 
users, the exchange said 60 
P?r cent of eligible trades 
iv-.re through the 

order book 

Executed over the telephone. 


But critics complain that 
the exchange's definition of 
eligible trades - it excludes 
very large trades, which are 
usually dealt with over the 
telephone, and small trades 
below the order book’s mini- 
mum - arbitrarily exagger- 
ates the success of Sets in 
capturing volume. 

Philip Augar, managing 

director of Schroders Securi- 
ties, told the exchange in a 
letter that its claim that 60 
per cent of eligible trades 
were going through the 
order book was “seriously 
misleading." 

He also said spreads 
between buying and selling 
prices for Institutional inves- 
tors bad doubled to SO basis 
points since the introduction 
of Sets, even it as the 
exchange document argues, 
retail spreads have improved 
bv about 15 per cent. 

Discussion over changes to 

the Sets system focuses on 
four issues: 

• Should the minim u m 
order size be removed or 
lowered? Orders are now 
accepted only for more than 
\ ooo shares, or 500 for com- 
panies with high share 
prices. 

. • Should the market open 
later and dose earlier? Trad- 
ing is especially thin to the 
first tour after the market 
opens. Dealers at the big 
Institutional Investors argue 


Executives voice their complaints 
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NEWS DIGEST 


LAW MERGER 


Firm's expansion set ft 
widen its European bast 


Eversheds. the national law firm, yesterday announced thaA 
is to merge its London office with Frere Cholmeiey BlschoffX 
the City law firm. \ 

The merger, which will take effect on August 1, will Increase' 

the size of Eversheds’ London office to 70 partners and 200 
other fee earners placing It in the top 20 law firms by size in 
the capital. 

Frere Cholmeiey brings with It offices in Paris, Moscow and 
Monaco, to add to Eversheds’ offices in Brussels and Copen- 
hagen. Not all Frere Cholmelay’s 42 partners will be joining 
Eversheds. 

Eleven of them, plus the firm’s entire property and private 
client departments have decided to set up a new Independent 
law firm to be called Forsters. The senior partner of Forsters 
will be David Willis. Robert Rice, London 


CONSUMER SURVEY 


Economic optimism falters 


Confidence In the UK’s economy may have slipped but 
people are still preparing to make substantial purchases in the 
coming year, according to a report published today. 

Business Strategies, an economic research group, says its 
report shows consumer optimism in the first quarter of this 
year falling back to levels seen before last year's general elec- 
tion m May. 

"The latest results point to a nationwide cool-down, but 
sentiment remains strong and there is stfll some way to go 
before it is down to its long-term average. 1 ' said Jacqui Timo- 
thy. the group's managing economist 

Economic optimists retained a 22-point lead over pessi- 
mists for the coming year. That is only two points below the 
positive balance in the first quarter of 1997 but well below the 
28- point lead at the end of last year. Richard Ada ms, London 


AGRICULTURE 


EU subsidies cut further 


UK fanners wfll see their European Union subsidies cut once 
more as a further revaluation of the “green pound" was set 
yesterday. The change will cut the sterling value of European 
Union agricultural payments by 2.6 per cent and lead to 
renewed calls from farmers for compensation. 

The green pound is the exchange rate at which EU agricul- 
tural payments are translated from Ecu into sterling. A rise in 
the pomd against European currencies thus cuts the value of 
EU aids when translated to starting. 

This is the sixth time the rate has been revalued since 
1996, giving a total revaluation of 18.7 per cent 
The National Farmers Union said it was “a further blow to 
the fanning community at a time when Incomes are already in 
crisis”. Maggie Uny, London 


FOREST PRIVATISATION 


Sale 'mismanagement’ claim 


The Forestry Commission, which manages state-owned for- 
ests as well as their sale. Is today accused by the powerful 
National Audit Office of mismanaging a sell-off of British for- 
ests. 

The Forestry Commission, which manages 10 per cent of 
British forests which belong to the state, was mandated to 
sell 100,000 hectares of forest between 1989 and 2000. The 
aim of this programme, which is already 60 per cent com- 
plete, is to raise Cl 50m ($250-5m) for the state by 1999. 

But an NAO investigation, which studied a sample of 2,100 
hectares already sold, concluded that the Commission lost 
the taxpayer £1.1 m in potential financial surpluses up to 2014 
from these sales alone. Leyia Boulton, London 


RAIL ROUTE TO CITY OF LONDON 


Trains in near-miss 


Safety officials yesterday began an investigation Into a near- 
miss between two rush-hour commuter trains just outside 
Cannon Street station, a London terminus for City-bound trav- 
ellers from south east London and Kent 

The incident coincided with the publication of a report 
showing that complaints about rafl services in southern 
England had risen sharply during the year ended March, 

1998. 

In tiie London incident no-one was hurt but services were 
disrupted for much of the day. The Railway Inspectorate, the 
Rai (track infrastructure company and Cortnex Rail, the opera- 
tor of both trains, all began investigations. 

The Incident occurred one day after publication of the offi- 
cial report Into a train crash at Watford to the north of London 
In August 1996 In which one person died and 73 were injured. 
The report urged Rai (track to look at the issue of trains pass- 
ing red signals. Charles Batchelor, London 


Loud complaints about the 
workings of the London Stock 
Exchange’s electronic order 
book have come from company 
executives who have watched 
their share prices swing dramat- 
ically for no apparent reason. 

Companies with' volatfle share 
prices have complained that the 
electronic order book. Sets, las’ 
produced greater swings than 
the old marketmaking system 
used until last October. 

Schroders, the banking and 
fund management group, has 


been one of ihe most e rra ti c 
companies, partly because 
much of its capital is held by 
family md other investors. 

Nick MacAndrew, finance 
director, said the company's 
shares had been the worst and 
best performer in the FTSE 100 
on two consecutive days with 
tittle underlying movemen t 

Michael Perman, company 
secretary at fund management 
company Amvescap. said: 
“Everyone recognises that Sets 
Is not working very weti 




for a 6%-hour trading day. 
the same as New York, 
though some exchange offi- 
cials worry that fins would 
open up a gap to toe morn- 
ing, which European bourses 
could exploit to win busi- 


ness. 

• Should the last trade of 
the day still set the dosing 
price? Options Include dos- 
ing earlier, in the tope that 
this will improve liquidity; 
using tbe last trade before 
lShOO as toe official closing 
price but keeping the order 
book open for further trad- 
ing; or using a formula such 
as the average of trades to 
the last 15 minutes, weighted 
by volume. 

• Should the order book, 
currently used for the FTSE 


100 and a handful of other 
stocks, be extended to the 
FTSE 250? The exchange 
warns in its consultation 
document that more than 
half of these smaller compa- 
nies have fewer than ten eli- 
gible trades a day and could 
see wider spreads on the 
order book than they do 
today. Several groups, for 
example the Association of 
Private Client Investment 
Managers and Stockbrokers, 
have, strongly urged ' the 
exchange not to extend toe 
order book. 

Some of the options set 
out by the exchange’s con- 
sultation document receive 
strong backing among some 
of the market’s users, but 
few attract unanimity. 


FOR 75 YEARS, 
WE'VE PUT 
OURSELVES IN OUR 
CLIENTS' SHOES. 


THAT'S WHAT'S 
KEPT US FAST ON 
OUR FEET. 


Our fixed income diems were asking 
for the impossible. They expected the lull 
range of analytics with iheir morning 
coffee. 

So we did the only thing we could 
do. Wc made it possible. We installed 
iwo Cray super computers. Coupled 
with proprietary software developed 
by our fixed income analysis, this' 
firm-wide resource known as FAST (the 
Financial Analytics and- Structured 
Transactions Group) can shrink days 
into minutes. FAST provides our diems 
with all the financial engineering and 
securilization capabilities, investment 
research, fixed income portfolio manage- 
ment analytic systems, trading technology 
and general financial expertise they 
need lo sweeten their morning coffee. 

For 75 years, one way or the other 
we've been making the impossible an 
everyday thing. 


BEAR 

STEARNS 


Bean Steams & Co. Inc.. 245flxrit AiOTiue: Nett* York. NY 10167 






IF WE'VE 

LEARNED 

ONE THING 
IN 75 YEARS, 
IT'S THIS : 


“CAN'T DO” JUST 
WON'T DO. “ 


Can't do just won't do when 
you believe in a company. Can't 
do just won't do when you're 
bringing an Asian deal to market 
and the market collapses. Or when a middle-market company seeks to raise 
capital in a country that doesn't even have a rating. Or when a small competitive 
local exchange carrier (CLEC) needs cutting-edge financing to go the long distance 
Can't do just won't do when our fixed income clients want ail the analytics they 
can get, with their morning coffee 

Ever since we opened on May 1, 1923, our clients have come to expect the 
impossible from us. On a regular basis. Situations that cause others to develop 
palpitations, cause us to develop innovations. 

Can't do just won't do for our equities department. It won't do for our fixed 
income department. It won't do for our clearing operation. Or for investment 
banking. Can't do just won't do for Bear Steams, not if we expea to be doing 
business with our clients for the next 75 years. 


i 

i 


i 


BEAR 

STEARNS 

Bear, Steams & Co. Inc., 245 Park Avenue, New York, NY 10167 


i 
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So, TODAY'S THE DAY YOU'VE DECIDED TO GET 
BETTER CONTROL OF All YOUR DISTRIBUTED COMPUTER 
SYSTEMS, NETWORKS AND APPLICATIONS. 


TODAY'S GOOD FOR US, TOO. 


We recognised a long time ago that managing 
enterprise systems and applications requires more 
than just the latest products. To be successful, 
you need a total soLution - the best technology 
and the resources, skills and expertise to help 
make enterprise systems management a reality. 

Tivoli Systems, an IBM company, brings you 
leading enterprise systems management 
software and a worldwide network of systems 
management service professionals. Thousands of 
certified specialists from Tivoli Professional 
Services, IBM Global Services and our partnerships 
with leading systems integrators give you a 
choice of the skills and experience you'll need 
to install, operate and maintain your enterprise 
systems management solution. 

It's a level of service thafs enabled companies 
around the world to' realise the business benefits 
of enterprise systems management. And it's a 
level of service you'd be hard-pressed to find 
anywhere else. 

Why put off until tomorrow what you 
can start to manage better today? Visit us at 
www.tivoli.com or call +32 70 233 475. 



THE POWER TO MANAGE ANYTHING. ANYWHERE 


_ t*aCeffla& area Pwre? to htenase. Anyiftmo- Anyrf'ere isasardcensnfc ollwi* Inc. tfime Saessainr sesrssunmes. &De»TaA.TRC& ceciB^EEiark uetsenmim K^tnnftavns Scmmer - AS BM is a tiasanE^ MematumaT B^isr.ess UactuKS Ccsnoralion in ihe LTnatsS Sales ond/if dtipi uumfluK 1998 Tim* Stfaic Inc 



10 


FINANCIAL TIMES FRIDAY MAY 1 1 998 


Transition 

to euro is 
moved closer 


LABOUR GOVERNMENT'S FIRST YEAR PREMIER PLANS 'NAPOLEONIC' CHANGE TO M AKE MI NISTRIES WORK I N HARMONY 

Dominant leader grows into his presidential image 


By Robert Peston, 
Political Editor 


A national plan for 
converting sterling into 
euros will be produced by 
the end of the year, Gordon 
Brown, chancellor of the 
exchequer, said in the House 
of Commons yesterday. His 
announcement was the 
clearest sign of the govern- 
ment's determination to par- 
ticipate in European mone- 
tary union early in the next 
century. 

Gordon Brown's 

announcement, on the eve of 
the European s ummi t expec- 
ted to confirm the 11 initial 
Emu members, follows 
agreement on the UK's euro 
preparations made by minis- 
ters, officials and business- 
men who sit on a special 
government committee. 

Minutes of a recent com- 
mittee meeting - whose 
members include Mr Brown: 
Eddie George, governor of 
the Bank of England, the UK 
central bank; and Sir Colin 
Marshall, CB1 president - 
say that "government 
departments should take for- 
ward steps to help firms use 
the euro from 1999, including 
legislation and administra- 
tive changes". 

Mr Brown said that from 
next year, all British compa- 
nies would be able to use the 
euro for filing accounts, pay- 
ing taxes and issuing shares. 
He added that the UK - as 
with other EU members - 
would cast its vote at this 
weekend's summit in favour 


of 11 countries joining at the 
1999 launch of Emu. 

The summit will be domi- 
nated by attempts to resolve 
the impasse over the 
appointment of the founding 
president of the new Euro- 
pean Central Bank, which 
will manage monetary policy 
for Emu members. 

Strenuous attempts are 
being made by the UK, as 
EU president, to secure 
agreement on the appoint- 
ment of Wim Duisenberg for 
a full term. There would be 
an informal deal that he 
would retire after four years 
to be replaced by Jean- 
Claude Trichet of France. 

According to a senior UK 
official, principal opposition 
to this is coming from Presi- 
dent Jacques Chirac of 
France. “Jospin [the French 
premier] and the rest of the 
government are on board," 
the official said. 

Mr Brown reaffirmed that 
"we are committed to the 
principle of joining the sin- 
gle European currency" and 
wanted to make a decision 
on membership “early in the 
□ext parliament". 

There was no possibility, 
he said, of the government 
being blown off this course, 
either by pro- Europeans 
wishing that the UK would 
participate sooner or by 
sceptics opposed to member- 
ship. In the coming weeks, 
the chancellor will launch a 
campaign to demystify mon- 
etary union. 

Editorial comment; Page 13 



Flashback: a year ago from tomorrow, Tony Blair made a triumphant entrance at 10 Downing Street, 
the premier's official London residence. The Labour party had just won its first national election since 
1974 and had pushed the Conservatives kito opposition after 18 years in power Brendan Carr 



moon gazing, roof raising, space saving 

From shanty to sanctuary - the rebirth of the Chinese courtyard. Around the 
world for £40 a day - the anti-cruise set on why iTs great with freight. In the 
next how to spend it colour magazine, free with the Weekend FT tomorrow. 
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Tony Blair has pulled 
to be above the rest 

T ony Blair is intent on 
creating a “Napoleonic 
system of government” 
in contrast to the “feudal 
approach" which he inher- 
ited when becoming prime 
minister a year ago. 

This sententious declara- 
tion was made by one of bis 
most trusted and influential 
lieutenants. He was referring 
specifically to a review of 
the role of the Cabinet Office 
designed to forge a common 
purpose for all ministers and 
their departments. 

Hitherto, the great minis- 
tries have behaved like 
“warring baronies, ” vying 
for the largest share of the 
spending and conduct- 
ing Individual policy battles. 
The prime minister's aim is 
that they should all be cogs 
linked by a “powerful belt" 
so that they whirr In har- 
mony. 

According to this vision, 
the details of which are 
about to be made public, the 
cabinet office will be the 
connecting belt, with an 
enhanced role as the co-or- 
dinator of policy. However, it 
will remain quasi-indepen- 
dent of Downing Street and 
will not become a prime 
minister's department, for 
fear of embroiling Mr Blair 
In petty ministerial spats. 

Instead, one of his most 
loyal colleagues - almost 
certainly Peter Mandelson, 
the minister without portfo- 
lio - will pull the levers to 
make the government 
machine run smoothly. 

This picture of Napoleonic 
co-ordination and control 
tells much of the story of 
Tony Blair’s first year in 
government. He has domi- 


off Margaret Thatcher’s feat of appearing 
of the party, says Robert Peston 


nated politics in that period, 
to the extent that today feels 
more like his anniversary as 
premier than the Labour 
government's first birthday. 

Whether U was conducting 
the cacophony of emotions 
which followed Princess 
Diana's death or working 
around the clock to secure a 
political settlement for 
Northern Ireland, he con- 
veys the impression of being 
born to be prime minister. 

“I'm afraid ail our private 
polling shows that his per- 
sonal ratings are remarkably 
hi g h," said one of the opposi- 
tion Conservative party’s 
chief strategists. Mr Blair 
has pulled off Margaret 
Thatcher’s feat of appearing 
to be above his party. 

H e made one serious mls- 
judgment which was to 
allow Beraie Eccles- 
tone, head of Formula l 
motor racing, to lobby him 
successfully over the tobacco 
sponsorship issue, even 
though this was bound to 
appear improper since Mr 
Ecclestone had given £Un 
f$1.67m) to the Labour party 
only a few months earlier. 

By the same token, it is 
not completely fair that Mr 
Blair receives most of the 
credit for the government’s 
perceived successes. Its most 
trumpeted policies - the wel- 
fare- to- work programme for 
the young unemployed and a 
raft of measures to create 
jobs and Increase the take 
home pay of the low paid - 
were created by Gordon 
Brown, the chancellor of the 
exchequer. 

Meanwhile Mr Blair's 
image, as a strong-willed 


GOVERNMENT AND BUSINESS 'INTERFERENCE' FEARS UNFOUNDED 


Party has a new friend 
in the City of London 


ByOavftf Mflg&ton, 

Political Correspondent 

After last May’s landslide 
election victory for the 
Labour party, some business 
leaders remained cautious. 
.Would. the party be able to 
resist the temptation to med- 
dle and to repay its debts to 
the trades anions? 

A year later, it is clear 
those fears were largely 
unfounded: Labour has not 
reversed the transformation 
of its policies carried out in 
opposition and in many 
ways has moved further 
towards a free market, 
pro-business position. 

For the City of London, 
one of the biggest concerns 
last May was what the gov- 
ernment would do about the 
regulation of takeovers. 
Labour bad for years advo- 
cated making takeovers 
more difficult by requiring 
companies to show they 
would be in the public 
interest 

A month after the election, 
Margaret Beckett, the chief 
industry minister, dropped 
the idea. However, the City 
celebrations were dampened 
by concern over her first 
decisions an the control of 
mergers. 


Risk of 
opposition 
split on EU 
recedes 


The prospect of a schism in 
the opposition Conservative 
party at next year’s Euro- 
pean elections receded yes- 
terday, George Parker 
writes. Senior pro-EU party 
members revealed they had 
dropped plans to run a sepa- 
rate slate of candidates. 

The embattled Conserva- 
tive Left has been assured 
by William Hague, the party 
leader, that he does not 
intend to purge pro-Euro- 
peans from the party’s candi- 
dates list. They were 
relieved that the list of about 
2S0 approved candidates for 
the 1999 elections, completed 
yesterday, strikes a balance 
between the two wings of 
the party. 

Although the list contains 
a number of high-profile 
Eurosceptics including Nor- 
man Lament, a former chan , 
cell or of the exchequer, 
there are also a number of 
candidates from the Left. 
“We are no longer talking 
about fielding a separate 
slate,” said one pro-Euro- 
pean former minister. “The 
candidates’ list has been 
drawn up very reasonably, 
and Is not weighted one way 
or another.” 


38FV 
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Against the advice of the 
Office of Fair Trading, she 
referred to the Monopolies 
and Mergers Commission the 
award of two rail franchises 
to National Express and the 
Padflcorp bid for Energy 
Group - both of which were 
subsequently cleared. 

She also overruled the 
commission by blocking the 
proposed brewing merger 
between Bass and Carlsberg- 
Tetley. 

Mrs Beckett insisted that 
all the decisions were based 
on competition consider- 
ations or - In the case of 
Energy - on concerns about 


the ability of the UK authori- 
ties to regulate the company 
after a takeover. 

The importance of foster- 
ing free and fair competition 
is a constant theme of minis- 
ters who feel they should 
have more credit for introdu- 
cing a shake-up of competi- 
tion legislation. 

Although Labour has tem- 
pered its fondness for “pick- 
ing winners", that does not 
mean the government 
believes in leaving every- 
thing to the market 

A senior government 
member said it would be 
“perverse" not to recognise 
that Britain had world-beat- 
ing companies whose over- 
seas rivals received signifi- 
cant backing from their own 
governments. 

“But our instinct is not to 
thrust our hand into the tax- 
payers' pocket" he said. 

On some issues Mrs Beck- 
ett has found herself lagging 
behind the pro-business, 
free-market lead of the prime 
minister's office. For exam- 
ple, at the insistence of the 
office, she reined in her 
enthusiasm for utilities to 
share “excess profits" with 
customers. 

Phip Stephens, Paige 12 


Engels-Holiandse Bdeggings Trust N.V. 
(English and Dutch Investment Trust) 
Established in Amsterdam 
Participation Certificates 
(Issued by Royal Exchanges Assurance) 

NOTKI IS HEREBY GIVEN flat the grow dividend far I W « [he Part i cip a ti o n 
CenMcom. euJUed to I oatinxry rime rf Dfl l.-oornuial value, of Dfl 010 will 
be payable in Seating on or aftcT llthMay I W8 agntau piMrecxlon of coupon rvx 
48. or at tbe option of the Centime bolder a nock t&vidend dnrgcahtc n the Uiare 
prenmm jccoihl 

The Stucc ndtange ratio win be announced after dose of bunct on [be AEX 
Sock Exchange on Friday 8 May 1998. 

Tbe casb d-ridend wOI be payable as ioHowx. iubjca ro the provisions of the 
WVl* Nctheriandi Tax Aflkbvb wtwr ncceuaay. 

To Csitlficate holders who one subject to United Kingdom income Tax. lea IS per 
eeia Netherlands Withholding Tkx and United Kingdom Income Tax at 5 per tret 
on die grass dividend. 

To Rodens of other comma with which Tbe Netherlands hove concluded tax 
■peemena. under dedoettan or IS per cent Netherlands Whhhokhap Tax. 

To reshlecaofail other countries, less 25 per oem Netherlands Withholding Tu. 
Ceitincae Holden resident outside dir United Kingdom will ntwc payment leys 
United K ingdom Income Tlx at a rale of JO per cent on the net amount antes die 
coapooa are accompanied by a United Kingdom AlTidn h of nwneshlena: 

The aforementioned rate of cm andy only bi respect of coupons presented for 
paym™ up to and including 11th November 1998. Therwiie, Netherlands 
wjd&ok ang Tax will be dsduaed at the rate of 25 percent and dm United Kmndnm 
‘ aCOrac citable, m the rate of 20 per exm from die nci Siting 

iraraH. Fw the period of I Idt May 1 90S to IIUi November 1*13 tbe dividend 

tST. * ,tt * r " tg <ir t****** on dw day of prevemafam of die 
cravom- Coupons presented thereafter wdl be paid in Sterlmg at the rate of 
exchange ntbng on the I Ith November 1998. 

To obtain payment coupon na 48 onw he presented at the office of Royal 
Exdnnce Aasonnce. 155 BEshoptgae. London EC2M TTC. nhc Pa, !«. Arcm~! 
Ccupm urns he Ikied In numerical order on special far™. dKmdM ££ 
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premier-cu in -president, is 
not supported by all the 
foots. The toughest decision 
of this parliament, when to 
join European Monetary 
Union, has been postponed 
until soon after the next gen- 
eral election. 

One of his reasons for fail- 
ing to give effect to bis and 
his party's instinct that ster- 
ling should participate in 
Emu at a relatively early 
date was fear of alienating 
the influential Eurosceptic 
press, notably Rupert Mur- 
doch's Sun newspaper, so 
early in the electoral cycle. 

But for all that, Mr Blair 
has already set In train huge 
changes to the UK political 
landscape in a very short 
time. 

Responsibility for setting 
interest rates has been 
passed to the Bank of 
England. A Scottish parlia- 
ment will have significant 
legislative powers and a 
Welsh assembly will have an 
important executive role. A 
mayor of London is likely to 
emerge as an important 
national figurehead and 
there will be significant 
devolution of powers to 
Northern Ireland if the set- 
tlement is implemented. 

So if Mr Blair wanted to 
set himself up as Napoleon, 
the supreme source of power 
in a homogeneous state, he 
has gone a pretty odd way 
about it. The man who today 
appears as the UK’s most 
powerful premier in genera- 
tions may in a few years’ 
rime find hims elf as just the 
most powerful baron among 
the chiefs of Scotland. 
Wales. London and Northern 
Ireland. 
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THE ARTS 


THEATRE 

Visions of 

forgiveness 

and 


humanity 

Ian Shuttleworth on a thought-provoking 
work by Israel Horovitz 


Coming so shortly after the 
reunification of Germany, it 
is wildly fantastical that 
even the most guilt-racked 
Chancellor would - by way 
of national contrition for the 
Holocaust - make an uncon- 
ditional offer of citizenship 
to six million Jews. 

Yet Israel Horovitz's play, 
set only a few years in the 
future, is more concerned 
with truth on a human and 
community level rather than 
on a national-political level. 
Lebensraum was inspired by 
what seemed to Horovitz to 
be the absence of modern 
German awareness of Jews 
as more than an abstraction, 
and is really as much a 
Gedankenexperiment, or 
thought experiment, as a 
piece of theatre. 

He examines the assimila- 
tion (or otherwise) of indi- 
viduals and masses of 
people, the re-encounter of a 
Shoah survivor with the 
woman who Informed on 
him, and the guilt, defiance 
and ignorance not only of 


various generations and 
groupings of Germans, but 
also of some Jews, by includ- 
ing a group of militant 
young Israelis. Paradoxi- 
cally, in the circumstances 
which Horovitz paints them, 
both their worst fears and 
those of the resistant Ger- 
mans turn out to have some 
foundation. 

The author's own pro- 
gramme notes describe some 
aspects of the piece as “shab- 
bily theatrical", but be is 
mocking rather than con- 
demning his work. Inevita- 
bly, the h uman focus of the 
story is a love-across-the- 
divide trope (and why, by 
the way. is the young Ameri- 
can immigrant Sam so fond 
of The Beastie Boys? Why. 
because Horovitz's son is a 
Beastie. that's why). These 
episodes, and the monologue 
of survivor Maxis Silberstein 
to his now-paralysed 
betrayer, are the only scenes 
to last more than a couple of 
minutes. 

The rest of the 85-miniite 



work consists of sketches 
linked by narrative, in an 
attempt to keep us thinking 
rather than to draw us Into 
affairs on stage. For the 
same reason, "Brechtum" 
alienation devices aplenty 
are employed: props are 
ranged across shelves 
upstage, stage manager’s 


announcements are heard 
over the sound system, and 
the audience directly 
addressed in a coda which 
proclaims: "This play has no 
ending . . even the fact 
that three actors are called 
upon to portray so many 
characters is a way of main- 
taining our distance. 


Jemma Shaw has little to 
get ho 1 teeth into apart from 
the scenes of teenage 
romance. Ian Pnleston-Da- 
vies is a little too reedy to 
play the humour in his char- 
acters, and Jack Klaff (as is 
his wont) always seems 
slightly more then than the 
other two, although his tear- 


ful Silberstein monologue Is 
a sequence of potent inten- 
sity... aided, on the press 
night, by offstage sound 
effects from God Himself, as 
peals of thunder emphasised 
key points of Maxie's 
account 

My own supposed aversion 
to “plays of ideas” was quite 


disproved by the volume of 
notes I discovered I had 
taken - rou sings on the 
issues rather than theatrical 
cavils. Lebensraum, then, 
works, and works well. One 
hopes it win work to similar 
effect in Germany. 

At tire rang*® 


Force-fed 
fantasies of 
the most 
mundane kind 


Antony Thomcroft is in no hurry to 
return to the Raymond Revuebar 


Now that stripping, at least 
by unemployed males from 
the north country, wins 
prime ministerial approval, 
if not Oscars, it is time to 
re-assess the genuine article, 
and check on the state of the 
art at London's most cele- 
brated striptease club, tbe 
Raymond Revuebar. 

Time and tradition turns 
most things into national 
icons and the Revuebar, now 
celebrating its 40th birthday, 
has acquired some of the 
nostalgic charm which sur- 
rounded the Windmill Thea- 
tre, whose wartime strip 
shows raised the spirits of 
beleaguered Londoners. 

I imagine the Revuebar 
has a very similar atmo- 
sphere to its predecessor - 
reverential, respectable, con- 
trolled. Its surroundings 
may be in the sordid heart of 
Soho but. once through the 
doors, the staff are charm- 
ing. the decor businesslike, 
the entertainment profes- 
sional. 

What is totally missing is 
any element of sleaze, out- 
rage. or surprise. The Revue- 
bar provides exactly what its 
punters must expect and if 
they Teel strangely unmoved, 
then they have forgotten 


that sex exists mainly in the 

imagination. 

The new show is called 
Exotica 2000, and consists of 
10 women and, in a nod 
towards the - real sexual 
revolution, two men, who 
perform short routines to 
deafening music which all 
lead rapidly to a bare conclu- 
sion. 

Unease, marked by a quick 
look at your watch, starts 
after about 10 minutes: this 
is going to be a very predict- 
able evening. The women - 
Dynasty Sunset, Scorpio Ris- 
ing, Sugar Kane - come 
from an identical mould: 
boyish figures, standard 
height with smooth athletes’ 
bodies, and garish make-up 
which turns them all into 
grinning do Us. Any contact 
with a real person is impos- 
sible: you are force-fed 
fantasies of the most mun- 
dane kind. 

There is the wedding-night 
scenario, with a bolster mak- 
ing up for an absent groom; 
there Is the motorbike allu- 
sion; the scene in the lift; the 
dominatrix - the standard 
stock in trade, of erotica. 
Sadly the artificiality of the 
smiles extends to the strips 
- bodies never touch; flesh is 



Striptease: no dement of sleaze, outrage or steprise 


not marked; clothes are 
seamlessly shed. The 
routines have all the 
precision and sensuality 
of Olympic gymnasts' bar 
exercises. 

Gerard Siml, who has 
taken over control of the 
Revuebar from Paul Ray- 
mond, and who choreo- 
graphs the shows, makes a 
powerful case for the profes- 
sionalism of striptease. He 
does not pretend the show is 
art. 

He celebrates female 
beauty, putting the perfect 
human body through its 
paces. It is indeed a great 
advertisement for healthy 


living, apart perhaps from 
the men, who have to endure 
artificial a ids to assist their 
performance. 

Arousing - no: erotic - no; 
disgusting - no. The sex 
industry has always 
employed the fig leaf that it 
celebrates the the human 
body rather than indulges 
sad lonely men. Tbe Revue- 
bar gives surprising support 
to the theory. I can wait 
patiently for the 50th anni- 
versary celebrations, by 
which time striptease, the 
most limited of diversions, 
might have taken another 
step towards real life, if not 
art 


SPONSORSHIP BANKING ON ART 

Investments on the wall 


Why don't more companies 
! buy art? The benefits are 
considerable: offices have to 
be decorated; it pleases the 
workforce; it enables a com- 
pany to project a positive 
image and to act like a mod- 
ern Medici, sponsoring 
young artists; and, not least, 
careful buying can prove a 
profitable investment 

And yet few companies 
regard a corporate art collec- 
tion as essential. This is 
changing slowly. The Con- 
temporary Art Society, 
which advises and facilitates 
the acquisition of art is just 
furnishing a new corporate 
headquarters with an impor- 
tant collection. 

It is also working again 
with Unilever, which per- 
haps best symbolises the 
effective acquisition of a 
notable corporate collection. 
As is often the case, Uni- 
lever’s involvement was 
largely triggered by one 
man. Cob Stenham. but his 
enthusiasm took hold. Now 
Unilever has accumulated 
too much art, and has called 
in the Contemporary Art 
Society to advise on future 
progress. Should it concen- 
trate on fewer but more 
ambitions purchases? Should 
it lend more; or even sell? 

But the company that has 
embraced art most whole- 
heartedly is National West- 
minster Bank Once again, a 
powerful board member. 
Lord Alexander, played a 
key role, but he was building 
on a tradition going back 40 
years. Today NatWest owns 
more than L500 works, and 
has its own full-time curator, 
Rosemary Harris. 


NatWest also underwrites 
tbe biggest art prize in the 
UK, worth £26,000 to the win- 
ner, and next month the 
work of tbe shortlisted art- 
ists goes on show. To fund 
the Lolhbury, the gallery 
transformed from NatWesfs 
main banking hall in the 
City, and to finance its buy- 
ing of about 10 important 
paintings a year. NatWest 
last year sold two Old Mas- 
ter paintings far £1.7m. 

The paintings had cost 
NatWest a few thousand 
pounds in the 1960s and are 


Shrewd collecting 
must surely prove 
profitable 

a good example of the over- 
looked investment potential ■ 
in buying art Helping young 1 
British artists seems to be 
enough incentive for most 
companies. But shrewd col- 
lecting must surely prove 
profitable. Every year the TI 
Group buys works by the 
prize-winning graduates at 
the Royal College of Art. 
Already the TI purchases are 
showing an excellent 
notional cash return. 

Corporate art collecting in 
the UK still lags behind 
overseas practice. Compa- 
nies such as Time-Life, Deut- . 
sche Bank and Cartier have 
really important collections. 
In April the watch and jewel- 
lery world gathered en 
masse in Geneva for its 
annual trade fair. Cartier 
stood out from the rest 
through its use of striking 


contemporary art, borrowed 
from its Foundation. 

There are now about 800 
works in store outside Paris, 
but Cartier also runs, on an 
annual budget of £2.5m. a 
mqjor art gallery, part of its 
Cartier France HQ in Mont- 
parnasse, with constantly 
changing shows of contem- 
porary art. Here again 
long-term commitment is 
bearing fruit Artists in the 
collection include the young 
American tyro Matthew Bar- 
ney, the first winner of the 
Hugo Boss Prize; and the 
winner of the Turner Prize, 
Dot^las Gordon. His win- 
ning video at the Tate is part 
of the Cartier collection. 

Modern office buildings 
are not always sympathetic 
. towards hanging art - Cred- 
it-Suisse recently donated a 
30-metre glass wall by Bruce 
. McLean to Wolverhampton 
Art Gallery because of space 
problems - but increasingly 
new headquarters have art 
built into them.. As environ- 
mental issues grow in impor- 
tance so will the Liberating 
influence of art 

Corporate art can cause 
problems, mainly the objec- 
tions of philistine directors, 
but advice on buying and 
curating a collection is eas- 
ily available, from the Con- 
temporary Art Society and 
myriad private art invest- i 
meat companies, and for a | 
few thousand pounds a year, 
a company can enliven its 
working environment, and 
pass on to the next genera- 
tion an excellent investment. 

AT. 


POP TORI AMOS 

Songs 
with a 
bit of 
bottom 

From the opening bars of 
Tori Amos's From the Choir' 
girl Hotel (EastWest), this 
singer-songwriter of formi- 
dable musical intelligence 
and quirky judgment (her 
last album famously pic- 
tured her suckling a baby 
pig) makes her intentions 
clear. 

First, there is the sound: 
In announcing she is “dime 
with the jarl-and-piano bit", 
Amos has decided to tighten 
up rhythmically, and given 
her characteristically ethe- 
real songs some serious bot- 
tom. This is immediately 
apparent in the tumbling 
cadences of the current sin- 
gle "Spark", and later on 
the album, the dark, percus- 
sive "lieee". 

Lyrically, too, she wastes 
no time in referring, in 
more orthodox girl-and-pi- 
ano mode, to the most 
recent dramatic event of her 
life, a miscarriage she suf- 
fered at the end of her last 
tour: "She's convinced she 
could hold back a glacier, 
but she couldn't keep Baby 
alive". But that is not to 
imply a downbeat tone for 
the remainder of the album. 
There is a rich, sensual 
quality to the album’s best 
songs - the typically 
obscure "Liquid Diamonds” 

- which hints at an exciting 
change of direction. 

It is no more than a hint, 
however. It might seem 
unfair on a performer who 
has an undoubtedly original 
talent, but one is left long- 
ing for more experimenta- 
tion, still more surprises. 
The bluesy drive of "She’s 
Your Cocaine” falls a little 
flat, and the closing "Pando- 
ra's Aquarium" is too dose 
to wilful eccentricity. 

Still, there is some strik- 
ingly secure singing among 
tbe breathy whoops, most 
notably on the Joni Mitchel- 
lish "Northern Lad”, and 
some delicious sounds scat- 
tered throughout the album 

- the confluence of synthes- 
iser and AJ Perkins's pedal 
steel guitar on the confes- 
sional “Playboy Mommy” is 
a delight 

If f were to pick two 
sounds from the opposite 
ends of the musical spec- 
trum to create an amusing 
sample-based hit I'm not 
sure I could do better than 
Public Enemy and Bnffalo 
Springfield. Bnt someone 
has beaten me to it 
The rap band's first studio 
album for four years, the 
soundtrack of Spike Lee's 
forthcoming He Got Game 
(Mercury), contains the 
nsual swirl of troubling 
sounds and chaotic images, 
in the middle of which pops 
up Stephen Stills’s classic 
peacenik anthem, "For 
Wbat It’s Worth", which 
raises an initial chuckle bnt 
soon runs out of steam. 

It is a patchy album, over- 
familiar and curiously 
dated, although the stand- 
out track, "House of the Ris- 
ing Son", contains plenty of 
the fnrlous energy which 
places the group a cut above 
its imitators. 

Peter Aspden 


INTERNATIONAL 

Arts 

Guide 


AMSTERDAM 

CONCERTS 
Concert gebouw 
Tel: 31-20-6754411 

• London Symphony Orchestra 

conducted by Michael Tilson 
Thomas in works by Bernstein and 
Copland; May 2 _ . 

• London Symphony Orchestra: 
conducted by Michael Tilson 
Thomas In works by Bernstein, 
Ives, Mahler and Strauss; May 3 

OPERA 

Netherlands Opera, Hof 
MuzmMheater 

Tel: 31-20-551 8911 
loses: by Puccini- New production 
by Nlkdaus Lahnhoff with a cast 
including Bryn Terfel. The 
conductor Is Rfceardo Charity, 


Caixa” 

7475 

S&de Spake DaHy 
j exhibition designed 
t a picture of life in . 
aid of the last 


century. Painting is its mainstay - 
also inducted are books and 
newspapers; from today until Jut 1 

BERLIN 

DANCE 

Deutsche Oper 

Teh 4940-3438+01 
La Sylphkte: revival of a production 
designed by David Walker and 
directed by Peter Schaufuss, after 

August BoumonvIHe; May 1 
OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 
Parsifal: by Wagner. New 

production conducted tv Christian 
Thielemann In a staging by G6tz 
Friedrich; May 3 

CHICAGO 
CONCERTS 
Orch e s tra' Hall 
Tet 1-312-294-3000 
www. chk 2 gosymphony.org 
Chicago Symphony Orchestra: 
conducted by Pierre Boulez In 
worts by Ravel. Ligeti, Messiaen ' 
and Roussel With piano soloist 
Pterre-Laurent Aboard; May 1, 2 , 5 

EXHIBITIONS 
Art institute Of Chicago 
7bf: 1-372^443 3600 
www.artte.9du 

• Kalian Baroque Terracotta from 
the Hermitage Collection: 35 works 
never before seen fai the' US, 
including pieces by Bernini end 
AJgardfc ends on Sunday 

• Japan 2000: Architecture for the 
-Japanese Public. Includes 
drawings, models and photographs . 
of 15 pobfic buddings, including 


museums, dams and bridges; 
Kisho Kurakawa Gallery; ends on 
Sunday 

FLORENCE 

OPERA 

Maggio Musicals Forantfno 
Tet 39-55-211158 
wwwjrtagg hfi orentmo.com 
Lady Macbeth of Mtsensk: by 
Shostakovich. New production by 
Lev Dodin, conducted by Semyon 
Bychkov; Teatro Com unale; May 2 

FORT WORTH 

EXHBITIONS 
Kimball Art Museum 

Tet 1-817-3328451 
www.ldmbeUartay 
Ancient Gold: The Wealth of the 
Thracians. 200 pieces of gold and 
silver including weapons, rings, 
necklaces and ornaments, from the 
Republic of Bulgaria Metalwork is 
the principal archaeological legacy 
of the Thracian people, who 
occupied most of central Europe 
from the 5th millennium B.G. until 
the 4th century AD.; to - 
Jut 19 

GLASGOW 

EXHIBITION 

Art Gaitery and Museum, 
KeMngrove 
raft 44-141-237 2000 
Scrolls from the Dead Sea." 
discovered in caves above the 
Dead Sea between 1947 and 1956. 
these manuscripts have been the 
subject of Intense controversy ever 
since. Here they wffl be shown 
alongside objects including the jars 
in which they were found; from 


today unto Aug 30 


HELSINKI 

OPERA 

Finnish National Opera 
Tet 358-9-4030 2211 
The Magic Flute: by Mozart. New 
production by Swedish director 
Bienne Glaser, designed by Peter 
TlHberg. Conducted by Mlkko 
Franck; May 2 


KORIYAMA 

EXHIBITIONS 

Kortyama City Museum of Art 
Tet 87-249-56 2200 

Aubrey Beardsley; more than 200 
drawfaigs, prints, posters and 
books created during tha brief 
period of the artist's fame. The 
exhibition marks the centenary of 
his tragically early death, aged 25, 
and arrives at the VISA in October, 
after touring in Japan; ends on 
Tuesday 


LAUSANNE 

OPERA 

Op6ra de Lausanne, Theatre 
Municipal 

Teh 41-21-310 1600 
fl Matrimonio segreto: by 
Cfrnarosa. Conducted by Jonathan 
Darlington in a staging by Alain 
MerceL Cast includes Alison 
Hagley; May 3, 5 


LISBON 

CONCERTS 

100 Days Festival, Expo ■98 
Portuguese Symphony Orchestra* 
programme of 20th century works; 
Main Auditorium. Centro Cultural 


de Belem; May 6 


LONDON 

CONCERTS 
Royal Festival Had 
Tet 44-171-960 4242 

• London Philharmonic Orchestra: 
conducted by Mark Wigglesworth 
in works by Webern . Brahms and 
Shostakovich. With violin soloist ■ 
Joshua Bell; May 3 

• The Royal Opera: Parsifal, by 
Wagner. Concert performance, 
conducted by Bernard Haitink. The 
title role b sung by Pt&ddo 
Domingo; May 1 

EXHIBITIONS 
Hayward Gallery 
Tet 44-171-261 0127 
www.haywer6-ga0efy.org.uk 
Anish Kapoor one of a generation 
of British artists who came to 
prominence in the 1980s. Kapoor 
creates sculptures using stone, 
steel, and mirrored metal. This first 
major showing of his work fo a 
public gallery in Britaki includes 
new stone pieces; to Jun 14 

National Gallery 
Teh 44-171-839 3321 
Anthony Caro at the National 
Gallery: Working after the Masters. 
Display of recent scriptures which 
take their Inspiration from painters 
Incfadlng Rembrandt; ends on 

Monday 

OPERA 

English National Opera, London 
Cofiseum 

Tet 44-171-632 8300 
La Boh&me: by Puccini. Steven 
Plmtoti's production is revived by 
Barry Atkinson and Frances Moore, 


and conducted by Alex Ingram; 
May 1 


MUNICH 

CONCERTS 
Philhamxjnto Gasteig 
Tet 49-89-5481 8181 

• Berlin Philharmonic Orchestra: 
conducted by Claudio Abbado in 
works by Mahler and Larsson; 

May 5. 

• Munich Philharmonic Orchestra: 
conducted by Heinrich Klug in 
works by Ginastera and Milhaud; 
May 3 

EXHIBITIONS 
Ha us der Kunst 
Tel: 49-89-21 1270 
Arnold BdckJin, Giorgio de Chirico, 
Max Ernst Journey Into the 
Unknown. Selection of 130 
paintings, collages and sketches; 
ends on Sunday 


NEW YORK 

CONCERTS 
Lincoln Center 

Teh 1-212-721 6500 

wwwlmcdncenter.org 

New York Philharmonic, conducted 

by Leonard Slatidn in works by 

Carter, Mahler and Suk. With 

baritone Onitri Hvorostovsky; 

Avery Fisher Hal; May 1 


PARIS 

CONCERTS 

Th6frtre des Champs Bys^es 
Tet 33-1-49525050 
Orchestra National de France: 
conducted by Jerzy Semkow in 
works by Mozart, Wagner and 
Tchaikovsky. With mezzo-soprano 


Jard van Nes; May 6 


TOKYO 

DANCE 

Bunkamura 

Tel: 81-3-3477 9999 
Matsuyama Ballet: Giselle, In a 
staging by Tetsutaro Shimizu; 
Orchard HaD; May 3, 4 


WASHINGTON 

DANCE . 

Kennedy Center 

Tel- 1 - 202-467 4600 

Dance Theatre of Harlem: 
programme of works by Wbson, 
Balanchine, North and Holder, 
Opera House; May 1, 2, 3 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio can be 
received In western Europe on 
medium wave 648 kHZ (483m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT : 

06.30: Moneyline with Lou Dobbs 
13J30: Business Asia 
19J30: World Business Today 
22.00. World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from L1FFE as the 
London market opens. 
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PHILIP STEPHENS 


Beneath the hubbub 


The economy may unsettle the government but Europe and 
electoral reform promise to reshape Britain’s political landscape 


Enough of anniversaries. 

The economy will now begin 
to set the rhythm of Tony 
Blair's administration. Those 
dry statistics that seem so 
blissfully irrelevant when 
Life Is going swimmingly will 
again cast a pall over the 
front pages. Didn't we first 
read the runes of Margaret 
Thatcher's demise in the 
trade figures? And yet 
beneath the familiar hubbub 
or politics two other issues - 
Europe and electoral reform 
- promise to reshape the 
nation's future. 

It will be intriguing to 
watch Mr Blair govern in 
adversity. Here is a 
politician accustomed to 
commanding the agenda. 

But he Is no wiser than the 
rest of us as to the likely 
severity of the impending 
economic downturn. When 
the Treasury 's mandarins 
last filed into 10 Downing 
Street, they came clutching 
all manner of charts and 
graphs. Impressive, thought 
Mr Biair - until he asked 
what conclusion he might 
draw? Keep your Angers 
crossed came the reply. 

The prime minister seems 
to expect what you might 
call a bumpy rather than a 
hard landing. The pace of 
economic growth will slow 
abruptly, sure enough. 
Unemployment will probably 
rise. The cries from 
manufacturing industry 
about the unsustainable 
level of the pound will grow 
louder. But it will be a 
downturn rather than a 
recession, a political jolt 
rather than a calamity. 

To my min d the risks are 
on the downside. Sterling’s 
steep appreciation is doing 
serious damage to 
manufacturing. The grim 
news this week from the 
Confederation of British 
Industry's latest trends 
survey has debunked the 
silly notion that, by some 
miracle, exporters can now 


live with a vastly overvalued 
currency. 

The anecdotal evidence 
also tells us that the pace of 
growth in consumer 
spending has been still 
stronger than the official 
figures allow. The 
Treasury's countervailing 
tightening of fiscal policy is 
likely to turn out in 
retrospect to have been 
correspondingly less severe. 
That is precisely what 
happened in 1988. Mr Blair 
would be wise to be sparing 
in his promises to banish the 
curse of boom and bust. 

This is a debate, though, 
that time will settle soon 
enough. More interesting is 
the ground on which Mr 
Blair has a chance to shape 
events. The economy may 
unsettle the government for 
a year or two but. with the 
Conservatives in their 
present catatonic condition, 
even a recession would be a 
manageable setback. It is the 
prime minister's choices on 
Europe and the voting 
system for the House of 
Commons which will 
interest historians. 

This weekend in Brussels 
Mr Blair plays umpire at the 
launch of the euro. It will be 
an uncomfortable 
experience. Sure, be has 
been asked to act as honest 
broker in the unseemly 
dispute over who should 
head the single currency’s 
new central bank. But there 
is no escape from the irony 
that the most politically 
powerful of the European 
Union's leaders now stands 
on its sidelines. 

The reality of Euroland 
does something else. It 
reminds us that Mr Blair’s 
attempt last autumn to 
neutralise the Issue in 
Britain's domestic politics 
was always doomed. Gordon 
Brown, the chancellor, may 
have declared sterling safe 
until alter an election. But j 
keeping open the option of 


participation in the next 
parliament demands more 
than Mr Brown's 
preparatory committees and 
changeover p lans 

If it is serious in its intent, 
the government will have to 
become a persuader for the 
project. Mr Brown seems to 
grasp this. His speeches 
have become more robust in 
their commitment to the 
principle of British 
membership. That decision, 
he declares, has been taken. 
The question is one purely of 
economic circumstance. His 
eye is on an election early in 
2001 and a referendum a few 
months later. 

The prime minister is 
altogether more circumspect 
in his public utterances. He 
talks about if as well as 
when. He is almost as 
cautious in private. This is a 
subject about whicb he 
self-consciously weighs 
every word with extreme 
care. The tactics of bringing 
public opinion round to the 
venture cannot be 
disentangled from the 
strategic objective. 

But what is that objective? 
There are many who say the 
prime minister is 
instinctively less 
enthusiastic than his 
chancellor. He has been 
heard to remark that politics 
cannot be allowed to 
overrule economics. John 
Major made that mistake in 
joining the exchange rate 
mechanism at the wrong 
time and the wrong rate. 

My sense, though, is that 
the differences between 
prime minister and 
chancellor are essentially 
tactical- Assuming the euro 
works, they would both join 
as soon as economics allows. 
What I think the prime 
minister lacks is an 
appreciation of the 
dynamics. He sees a pivotal 
role for Britain in the 
coming upheaval of the 
Union's institutions to 
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prepare for enlargement to 
the east. He does not seem 
attuned, though, to the 
speed with which the 
creation of Euroland will 
reshape the politics of the 
continent. And Britain's 
option to join the single 
currency comes with 
conditions attached. 

Mr Blair displays the same 
cautious opacity on the 
other big issue of the coming 
year. An independent 
commission is to report in 
the autumn on an 
alternative to the present 
first-past-the-post voting 
system for the House of 
Commons. It seems likely to 
recommend a preferential 
voting system known as 
Alternative Vote - with 
some modification to 
produce a more proportional 
outcome. A referendum is 
then promised. 

We know that Mr Blair’s 
central ambition in politics 
is to establish the permanent 
ascendancy of the centre-left 
in British politics. For all his 
occasional irritation with 
the Liberal Democrats he 
still sees it as goal worth 
pursuing. A proportional 
voting system is the obvious 
route. And yet all we have 
heard so far is that the 
prime minister is 
unconvinced of the case. 

T suspect that, as with the 
euro, the reticence Is 
essentially tactical. The 
outcome of a plebiscite on 
voting reform is uncertain. 
Mr Blair does not want to 
argue for change until he is 
sure the case would be won. 
And there are voices around 
him which speak 
passionately against a 
proportional system which 
would deny him his present 
unchecked authority. For 
the moment Mr Blair Is 
content to let the debate run. 
I have the strong sense, 
though, that, as with Emu, 
his instincts run against the 
status quo. 

Here the two issues 
connect To persuade the 
nation to join the euro, Mr 
Blair will need to forge an 
alliance across traditional 
political divides. Electoral 
reform would be tangible 
evidence of a more 
permanent commitment to 
this inclusive politics of the 
centre. It would also shut 
out the right from power for 
a generation. Mr Blair has 
told us he wants to remake 
Britain's political landscape. 
Now he has the chance. 


From M f James Barr. 

Sir. Wolfigang MOnchau, in 
his final Preparing For Emu 
column (“Now it’s time to 
live with the euro", April 
28), concludes that “the scep- 
tics. having underestimated 
the political will behind the 
launch of Emu, may end up 
underestimating the political 
will to hold St together”. 
Some may underestimate 
this political will, but no one 
should underestimate the 
political will of Europe's 
electorate to vote against 


From Mr Andrew Mills. 

Sir, We are pleased to sup 
port one of the "most sup 
prising results" of your sur- 
vey ("Shares in the action", 
April 27) that the City is 
essentially long term 

Research sponsored by us 
has established that, on 
average, major institutional 
investors maintain core 
shareholdings for eight and 
a quarter years. 

Our recent survey, Inves- 


From Mr Aidan J. Heaney. 

Sir, 1 strongly object to the 

statement made concerning 
Tullow Oil in “O ilme n fear 
Bangladesh politics may 
cloud development of natu- 
ral gas riches" (April 27). 
and to the clear implication 
that Tullow 's “leapfrogging" 
of the leading oil companies 
in the bidding process, as 
your correspondents Robert 
Corzine and Mark Nicholson 
put it, was due to currying 
political favour. This was 
most emphatically not the 
case. 

While TuHoWs executives 
have not been known to 
refuse any curried dish in 
Bangladesh, political favour 
is not an our menu! 

The recent Bangladesh 
petroleum licensing round 
was conducted to the highest 


measures they dislike or 
simply against the status 
quo. 

At the moment that status 
quo Involves high unemploy- 
ment and tough restrictions 
on public spending, both of 
which are widely acknowl- 
edged as side-effects of the 
quest for economic and mon- 
etary union. Mr Mfinchau 
himself suggests that Emu 
may lead to an initial rise in 
unemployment. It is ques- 
tionable how politicians in 
the impending German elec- 


tor Relations In the UK, has 
also identified that directors 
can expect the demands on 
their time to increase, with 
fimd managers expressing a 
desire for greater contact 
with senior management. 

The listing requirements 
of the London Stock 
Exchange are surely the best 
way to regulate compliance 
with the Hampel combined 
code of corporate gover- 
nance, but a way must be 


industry standards, and the 
bids opened and evaluated 
under the supervision of 
Arthur Andersen. Hie com- 
panies (including Tullow) 
that submitted the best com- 
mercial terms for each of the 
blocks on offer, in accor- 
dance with the bidding 
parameters, were called far 
further negotiations and the 
terms finalised. 

The government of Ban- 
gladesh has always main- 
tained that the bidding 
round would be folly trans- 
parent and has not com- 
mented on the frenzied press 
speculation in Bangladesh 
and elsewhere. However, as 
a result of external political 
pressure, it has delayed 
announcing the awards. 

Such external political 
pressure on the government 


tions will explain away this 
rise to the increasingly disil- 
lusioned voters in regions 
such as Saxony Anhalt, pro- 
filed on the same day. 

Protest voting, often with 
an anti-European tinge, col- 
ours the political landscape 
of Germany, France and 
Austria increasingly. Politi- 
cians' ability to exert their 
political will depends an 
thetr mandate. Their natural 
search for power has led in 
France to some worrying 
alliances. While the “politi- 


found to encourage institu- 
tions to play their part with- 
out each having conflicting 
requirements of companies. 

An effective, practical 
solution to this problem Is 
needed to avoid government 
legislation. 

Andrew Mills, 
chairman, 

Investor Relations Society, 

1 Bedford Street, 

London WC2E 9HD, UK 


of Bangladesh has not beau 
to ensure transparency, as 
stated in your article, but 
rather to persuade it to 
revise the bidding process 
retrospectively so as to 
favour certain companies. 

The government of Ban- 
gladesh has so far been able 
to resist such pressures and 
remains faithful to the trans- 
parency and integrity of the 
bidding process. It Is in the 
longer-term interests of Ban- 
gladesh that it continues to 
do so. 

Aidan J. Heavey, 
chief executive, 

Tallow Oil, 

Airfield House, 

Airfield Park, 

Donnybrook, 

Dublin 4, 

Ireland 


cal will" for Emu undoubt- 
edly remains. It is becoming 
unclear whether the popular 
mandate for economically 
painful measures will con- 
tinue to endow it with a con- 
vincing majority in Europe's 
proportionally represented 
assemblies. 

James Barr, 
head of research. 

The European Foundation. 
Research Unit, 

61 Pall Mall, 

London SWlY 5HZ, UK 

Wake up - 
and say ‘no’ 
to everything 

From Mr John V. Woodman. 

Sir, I used to be a private 
sleepy shareholder (Lex. 
April 27) who left it to the 
chairman to fill in my voting 
card. 

Now I make my weight felt 
by always voting against 
everything. When the insti- 
tutional shareholders make 
a fuss, they must be pleased 
to have my support When 
all is well, my objections 
cany no weight 

John V. Woodman, 

Foresters, 

Sway Road, 

Lynrington, 

Hampshire 5041 SLR, UK 


Fete? There’s 
no comparison 

From Mr FLA. Ledmgham. 

Sir, Your leader entitled 
"Own goals" (April 24) lik- 
ened the organisation of this 
summer's World Cup to that 
of a village fete. 

That comparison is grossly 
unfair and is a gratuitous 
Blur on the organisers of 
village fetes. 

R. A. Ledmgham, 

The Old Hat. 

Preston Btssett, 

Bucks MKI8 4LN, UK 
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PERSON AL VIEW PADM A DESAI 

India’s false alarms 

The BJP’s recent electoral victory has raised worries about the economy, Moslems, 
nuclear weapons and political chaos. But such fears are overdone 



E x treme action: Hindus storm the Ayodhya mosque, 1992 Reuters 


T he world’s largest 
democracy has 
come through Its 
latest test. Last 
month, after a remarkably 
smooth electoral process, a 
new Indian government was 
sworn in. But the narrow 
victory of the Bharatiya Jan- 
ata party, the "Indian 
people's party”, raises some 
al arming questions. 

Does the BJP’s campaign 
slogan of stoadesld ("cultural 
nationalism") mean that 
India' 5 economic reforms, 
based on progressive inser- 
tion into the global system, 
will be halted or even 
reversed? Will the BJP's 
Hindu activists turn out to 
be a bard core driving anti- 
Moslem agendas, or be 
reduced to a lunatic fringe in 
policymaking? Will India 
become openly nuclear? Is 
the fragile 20-party coalition 
headed by the BJP confirma- 
tion of India's descent into 
alllance-based politics and 
therefore Into political 
chaos? These fears are not 
fantasies. But, in each case, 
it is reasonable to be opti- 
mistic. 

Swadeshi, and the associ- 
ated assertions that “India is 
for Indians”, are sentiments 
that hark back to the days of 
the independence movement 
Indeed, swadeshi was a cul- 
tural artefact that helped 
mobilise the masses in 
Mahatma Gandhi's non- 
violent Insurrection against 
British rule. In the same 
vein, it Is not a call to arms 
for specific economic policies 
hut rather an outcry against 
the fact that India, after half 
a century of independence, 
has lost its international sta- 
tus and its war on national 
poverty. Both can be blamed 
largely on its abysmal eco- 
nomic record. 

That immense economic 
failure was caused not 
because sumdeshi turned 
India inward but because the 
Indian elite chose socialist 
notions for running the 
economy. It was Jawaharlal 
Nehru, educated in Fabian 
socialist ideas at Cambridge, 
not Mahatma Gandhi with 
his Ideas about India's 
self-sufficient villages, who 
governed India. Absurdly 


inherited by the reformist 
Congress government of 
p.V. Narasimha Rao, former 
prime minister, which began 
to reverse this self-imposed, 
crippling exile from the 
world economy in the sum- 
mer of 1991. 

The BJP's constituencies 
include an assortment of 
shopkeepers, sadhus (holy 
men) and stockbrokers; its 
coalition partners are mostly 


regional parties. None of 
these groups has an obvious 
stake in economic national- 
ism. Indeed, they are free 
from the ideological baggage 
that, coming from the left, 
decimated India's economic 
performance. Paradoxically, 
the BJP-led government may 
be able to move rapidly on 
India's next phase of 


-would disrupt the coalition 
whose primary need will be 
to survive. Besides, the BJP 
cannot be unaware that its 
voter support had risen 
steadily to 20 per cent as 
long as it played the Hindu- 
revivalist card. When it was 
perceived as having over- 
played its hand with the 
destruction of the Babri Mas- 
jid mosque at Ayodhya, the 
vote got stuck there. 


Nothing works so magi- 
cally in moderating the 
extremism of a political 
party as getting closer to 
power; extremism may get 
you started but yon cannot 
finish with it The BJP has 
shelved its plan to build a 
Hindu temple at Ayodhya. It 
has also postponed plans to 
introduce a uniform civil 
code for all. Including Mos- 
lems. True, a uniform code 
that extends modern rights 
such as the elimination of 


polygamy and the payment 
of alimony to all Indians is 
an idea that makes good 
sense. But it is increasingly 
appreciated that Moslem 
leaders must initiate such 
reforms or else the idea 
would appear as an invasion 
of Moslem traditional rights. 

The option to go public 
with nuclear capability was 
a good election sound bite. 
But India has managed 
pretty well, as has Israel in 
acquiring unacknowledged 
capability. Here, the "don’t 
ask and don’t tell" policy is 
clearly the smart choice. 
Even if Indian policymakers 
believe the nuclear powers 
have no business telling the 
non-nuclear powers to 
remain so, the fact is that 
India would hurt itself by 
acting openly on this posi- 
tion. The forces of civil soci- 
ety are arrayed against non- 
proliferation and. as Bill 
Clinton, the US president, 
discovered on the landmines 
treaty, you take them on at 
your peril So the BJP has 
sheathed its nuclear sword. 

India's political future 
remains the most troubling 
question. There have been 
successive coalition govern- 
ments since 1991. There have 
been two elections in less 
than two years; and another 
one might soon be precipi- 
tated. On the other hand, on 
equally likely scenario is 
that of India's evolution to a 
stable two-party system. The 
BJP has come so close this 
time to becoming a party 
with a simple majority of 
seats in the lower house that 
it can be expected to mount 
efforts to broaden its appeal. 

Equally, .the Congress 
party has seen its declining 
fortunes arrested under 
Sonia Gandhi's leadership. If 
the window of opportunity 
she has provided is seized 
upon to rejuvenate the party 
with a reformist agenda and 
grassroots organisation. Con- 
gress can once more become 
a party to contend with. So 
India may wind up with two 
do minan t parties, the Con- 
gress and the BJP, much like 
the Democrats and the 
Republicans. Political stabil- 
ity would then be more than 
just a dre am. 

The author is the Harriman 
professor of economics at 
Columbia Uhiversitu 


high protection for domestic reforms. 

Industry and stiff res trie- The chances of the BJP 
tions on inflows of direct indulging in Moslem-baiting 
eouitv Investment were are also slim. Such action 


Nothing works so magically 
in moderating the extremism 
of a political party 
as getting closer to power 


i 




FINANCIAL TIMES FRIDAY 


MAY J 1998 


13 


COMMENT & ANALYSIS 


FINANCIAL TIMES 

Number One Southwark Bridge, London SE1 9HL 
Tel: +44 1 / 1 -873 3000 Telex; 922186 Fax: +44 171-407 5700 

Friday May 1 1998 


Europe’s leap 
of faith 


Sometimes a “historic event" 
really is historic. The European 
Onion summit this weekend, 
which will agree the initial mem- 
bership or economic and mone- 
tary union, fits that category. 
From the moment this decision is 
taken, the euro will come into 
existence in shadow form, in 
anticipation of the formal launch 
in January 1999. The euro era 
will have begun. 

There have been common cur- 
rency areas before in Europe - 
the Scandinavian crown, the 
Latin monetary union, the Anglo- 
Irish pound. But this single cur- 
rency is more significant, for two 
reasons. 

As the climax of a determined 
attempt to break down the barri- 
ers between the member coun- 
tries of the European Union, it 
marks a decisive step forward in. 
the integration of the region’s 
economies. And it comes at the 
end of a process of convergence, 
mandated by the Maastricht 
treaty and the German-inspired 
Stability and Growth pact, which 
has transformed the fiscal poli- 
cies of EU members. 

The prize that lies ahead for 
Europe is a tempting one. If the 
euro lives up to its potential, the 
economies of member countries 
will benefit greatly. The single 
currency will deliver a big fillip 
to cross-border investment and 
trade - not least because it is 
hard to see how a sustainable, 
truly open, single market could 
in practice co-exlst with free- 
floating exchange rates. The 
political tensions that arose after 
the devaluations of 1992-93 illus- 
trate that vividly. 

There will be greater competi- 
tion, more efficiency and better 
deals for the consumer. Price 
transparency will exert powerful 
downward pressure on costs. And 
those economies that have had 
unpredictable inflation rates, 
such as Italy and Spain, will per- 
manently shift to a new era of 
low and stable inflation, a clear 
gain to savers and to industry. 

The euro will serve as a - 
sometimes painful - catalyst for 
structural reform. Member states 
have achieved impressive reduc- 
tions in public deficits through 
the Maastricht process, but they 
have been slow to tackle struc- 
tural reforms in labour markets 
and public sector. Emu will prod 
them to face up to such issues. 

Genteel decline 

One other, intangible benefit is 
the contribution the euro will 
make to European self-confi- 
dence. If all goes well, the single 
currency will serve as an anti- 
dole to the region's genteel 
decline. At least the completion 
of the project should allow Euro- 
pean leaders to turn their atten- 
tion back to the outside world, 
after a decade of introspection. 

If ail goes well. The politicians 
meeting in Brussels this weekend 
should spend only a moment con- 
gratulating themselves on the 
benefits they are unleashing, 
before going on to contemplate 


how best to immmfc«> the risks. 

Of these, the greatest is the 
gulf of economic culture between 
the core members of Emu, France 
and Germany. Both t ddes believe 
they have made huge concessions 
to get Emu started and are 
unwilling to do more, as the dis- 
pute over who should be the first 
head of the European Central 
Bank illustrates. 

The Germans want a system 
which puts much decision-mak- 
ing outside politics, through an 
independent central hank and an 
automatic set of fines for fiscal 
excess. The French, only recent 
converts to the idea of an inde- 
pendent central bank, want it to 
have a serious political counter- 
weight, probably in the form of 
the Eoro-X committee, with a 
more explicit commitment to 
employment and growth. At 
some point this issue will come 
to a head: the future success of 
the euro hugely depends on how 
it is resolved. 

Do-nothing policies 

The French are right about the 
threat that unemployment poses 
to the public acceptance of Emu. 
The solution, however, is one 
they will find unpalatable - rapid 
and sweeping structural reform. 
If, instead, political leaders stick 
to do-nothing pnlicips and unem- 
ployment remains stubbornly 
high, there could be pressure to 
reflate, to let budget discipline go 
or to create an elaborate system 
of pan-European fiscal transfers. 
Any of these could lead to a grad- 
ual unravelling of Emu and 
threaten the broader Union if it 
damages relations with Germany. 

But politicians should be care- 
ful not to put too much weight on 
Emu in arguing the case for 
reform. They must make the case 
that it would be essential even 
without a single currency. Unless 
they make this argument force- 
fully. the grudging public support 
for Emu could be rapidly eroded. 

The challenge Europe faces is 
clear to make the introduction of 
the euro merely the beginning of 
a process of structural reform 
and political legitimisation. Clear 
signs of economic recovery in 
continental Europe are reasons 
to accelerate this process, not an 
excuse to postpone it 

At this weekend’s meeting, 11 
countries will set out on a da ri ng 
voyage into the unknown. To 
minimise the risks and maximise 
the benefits, they must view the 
euro's future with the same 
audacity that led them to embark 
on the project a decade ago. It 
will not work If member states 
behave as if the system was 
intended to promote purely 
national views. What is needed is 
more flexibility from Germany; 
less national amour-propre from 
France; a sense of common pur- 
pose from all. 

Emu will transform Europe. 
Whether It transforms Europe for 
the better depends on bow boldly 
the continent’s leaders, busi- 
nesses and citizens seize the 
opportunities it presents. 


After Tiananmen 


there was still any room for 
lbt about the sea change in 
-China relations, it should 
ve been removed by this 
ek’s hint that the US might 
isider removing some of the 
ictions in place since the Tian- 
nen Square massacre. When 
ssident Bill Clinton visits Bei- 
5 in June, the focus will be 
nly on the future, not the past, 
nrdtng to Madeleine Albright. 
Secretary of State. 

’bis improved relationship 
at be welcomed by the broader 
rid. as it means a reduction In 
urity risks. But it also raises 
question of whether the US 
1 other western governments 
being taken in by an improve- 
□t in China’s record on human 
[its more apparent than real, 
he release from prison, and 
n prompt exile, of prominent 
si dents such as Wei Jingsheng 
1 Wang Dan may yet turn out 
be a cynical ruse to curry 
our with Washington in 
ranee of Mr Clinton’s visit, 
ce the dissidents are out of the 
Lntry, they sup freely at the 
ner tables of liberal intellectu- 
. but their utterances have 
le impact back home. Mean- 
ile, China continues to detain 
<e numbers of other dissidents 
labour camps. Controversy 
i remains over its repression 
iissent in Tibet, 
et there are signs of deeper 
ago. Fifteen months after the 
,th of Deng Xiaoping. Presi- 
i Jiang Zemin is now more 
Lire at the top. Since the cot- 
sation of the new government 
the recent National Peoples 
igress, state leaderehavefelt 
, to permit a much greater 


degree of public debate. 

Even this may be an opportu- 
nistic attempt to encourage 
voices in support of (and counter 
conservative opposition to) the 
market-oriented economic 
reforms planned by Zbu Rongji, 
the prime minis ter. But It seems 
also to reflect a realisation that 
economic reform requires greater 
recognition of the rule (flaw and 
less political interference in the 
workings of the economy. From 
there it is a short step to insist- 
ing that officials be more 
accountable in all respects, 
including civil rights. 

ins ofar as this is a trend, then 
it is right for the US and other 
governments to respond. China 
needs to be drawn further into 
the international community - 
not only to help with collective 
solutions to the Asian economic 
crisis, but also to deepen its 
involvement in security issues 
such as combatting missile prolif- 
eration. 

China may be encouraged on 
human rights if the west now 
responds by bringing its leaders 
more into the international fold. 
But neither Washington nor. Bei- 
jing should be under any illusion 
about the possibility of sustain- 
ing a better relationship if there 
is backtracking on human rights. 
The coming period of economic 
reform may well precipitate 
social disturbances; inviting 
renewed political repression. . 

This would clearly be a tragic 
mistake. China’s economic 
reforms are inevitably loosening 
the state’s political control. Bei- 
jing's response, as Mrs Albright 
stressed yesterday, should be to 
strengthen the rule oflaw. 




In the beginning . . 


Birth of tin euro 


T he architects of the euro 
have never left any 
doubt that the single 
currency is more than a 
matter of money. 

Jacques Delons, Helmut Kohl, 
and the late Francois Mitterrand 
have all paid lip service to the 
economic benefits of monetary 
union. Bat each has suggested 
that the political consequences 
would be momentous. 

Chancellor Kohl sees the euro 
as a means of laying to rest the 
demons of nationalism and bind- 
ing a united Germany of 80m 
people irreversibly Into a united 
Europe. In Brussels, where the 
mood is euphoric of tomor- 

row's European Union summit 
announcing the 11 founder mem- 
bers of the euro zone, the expec- 
tation is that Emu will deliver a 
psychological boost to Europe's 
aspirations to play a greater role 
on the world stage. "Whenever 
people talk about the dollar, they 
will also talk about the euro," 
says Ertcfri i.jfkanan , the Finnish 
commissioner. "Europe anH the 
US will be spoken about in the 
same breath.” 

Yet behind these aspirations 
the current reality is much less 
clear-cut. The £U is pushing 
ahead with a supranational inde- 
pendent central hank without a 
broader political union. But the 
imbalance between the carefully 
crafted blueprint for the opera- 
tion of the ECB and the fuzzy 
division of power between 
nati onal parliaments and remote 
institutions such as the European 
Commission and the European 
Parliament is striking. So is the 
fact that responsibility for core 
economic policy questions such 
as taxa tio n r emains in the hands 
of national governments. 

Two questions arise. Is the 
muddled status quo sustainable? 
Or are critics - both Euro-enthu- 
siast and Euro- 
sceptical - right when they argue 
that a political union is the logi- 
cal development needed to estab- 
lish the democratic legitimacy of 
the single currency? In other 
words, will Emu prove to be a 
catalyst for deeper political inte- 
gration in Europe, complement- 
ing the acceleration of economic 
integration most predict will 
occur after the launch of the euro 
on January 1 1999? 

One way of looking at Euro- 
pean integration is to imagine a 
medieval cathedral-in-the- 
maklng. The 1957 Treaty of Rome 
established the foundations. The 
1986 Single European Act. the 
1992 Maastricht treaty and the 
1997 Amsterdam treaty supplied 
the altar and buttresses. Now 
that the single currency has pro- 
vided the four walls, an that is 
lacking is a vault 
In the past France and Ger- 
many have acted as lead archi- 
tects. Maastricht marked a water- 
shed: for the first time. Europe's 
leaders entered areas such as 
money, defence and foreign pol- 
icy where others had feared to 
tread. They even dared to give 
the European Community a new 
name: the European Union. 

A backlash followed, prompt- 
ing Europe’s leaders to become 
more wary of offending public 
opinion. Mr Kohl has stopped 
talking about “the United States 
of Europe”. Inside the Commis- 
sion. no one dares utter the term 
"federalism” or "political union’’. 

Last week’s parliamentary 
debate in France underlined how 
sections of the left and right cling 
to their hostility to greater Euro- 
pean integration. Jacques Chirac, 
the French president, could not 


Tomorrow Europe’s leaders meet to launch the single 
currency. Lionel Barber asks whether monetary union 
will lead to political union 



persuade his own Ganllist party 
to vote for Emu. Much to the 
disgust of pro-Europeans such as 
Alain Juppg, former prime minis- 
ter, the Gaullists argued that a 
yes vote would register a vote of 
confidence in the Socialist-led 
government The rise of the far- 
right National Front - which is 
virulently anti-European- -and 
picking up support among 
France’s disaffected, unemployed 
youth - has stirred up nationalist 
embers among the Gaullists. 

In Germany. Mr Kohl won a 
resounding parliamentary vote of 
confidence in the euro. But the 
German public is nervous about 
surrendering the D-Mark. And 
the Bundesbank remains scepti- 
cal about an Emu project that 
includes high-debt economies 
such as Italy and Belgium with- 
out binding political commit- 
ments to fiscal discipline. 

If Mr Kohl fails to win an 
unprecedented fifth term in the 
September general election - a 
real possibility - Europe will lose 
the driving force behind deeper 
political integration. So an early 
test will be whether Euro- 
building can continue indepen- 
dent of personalities. 

The first area to watch will be 
economic policy. The 11 members 
of the single currency zone are 
planning to intensify co-opera- 
tion inside the new Euro-X forum 


for finance ministers which, in 
time, could evolve into a political 
counterweight to the European 
central bank. 

Ministers will not only apply 
the provisions of the German- 
designed Stability Pact to enforce 
fiscal discipline among euro zone 
members. The French govern- 
ment is pressing hard for much 
closer coordination of macroeco- 
nomic policy. The aim is to align 
policies so that countries' eco- 
nomic cycles are mare in tune. 
This would apply to individual 
countries but could also apply to 
Europe as a whole. 

The EU is also extending the 
Maastricht process of “peer 
review” which helped countries 
reduce their public deficits. 
Employment policy is one area. 
Even Britain, which is staying 
out of Emu, is going along with 
this, if only because its record on 
unemployment is a strong card to 
play in Europe. In all these ways, 
the co-ordination of fiscal policies 
could add to pressures far mare 
political co-ordination. 

So, possibly, might pressure to 
“complete the single market” by 
increasing the collective 
approach in certain areas. Taxa- 
tion is one. EU governments 
agreed last December to a volun- 
tary code of conduct restricting 
"unfair” tax competition. The 
Commission is also bringing 


forward draft legislation. 

But whether Emu will actually 
stoke pressures for tax harmoni- 
sation remains unclear. Yves- 
Thibault de Silguy. EU monetary 
affairs commissioner, argues that 
border regions in the euro zone 
will be comfortable with high dif- 
ferentials in, say. valued-added 
tax. Dutch and Irish officials 
argue that a dose of tax competi- 
tion is vital to maintaining flexi- 
bility in a single currency zone, 
especially with a tight monetary 
and fiscal policy and without 'the 
safety valve of the exchange rate. 

So Economic and Monetary 
Europe does not by definition add 
to up to Political Europe. Member 
states still regard certain areas as 
off-limits for the Union or the 
European Commission - particu- 
larly when it comes to defending 
entrenched privileges in interna- 
tional forums such as the Group 
of Seven industrialised countries. 

Thus, the UK and Germany are 
resisting the Commission's 
efforts to insert itself formally 
into the G7. Officials say it is 
vital to maximise Europe’s 
united economic weight in the 
world. And the euro will, in some 
sense, make the G7 into the G3. 
But the pressure for greater polit- 
ical union that will come from 
international diplomacy is likely 
to be gradual. “Member states 
will have to adjust their behav- 


OBSERVER 


Heavy 

dates 


The Intriguing possibility of US 
Prescient Bill Clinton and Cuban 
President Fidel Castro running into 
each other beckons later this 
month at World Trade Orga n isation 
celebrations in Geneva of the 50th 

anniversary of the multilateral 

trading system. 

Castro has been Invited by the 
World Health Organisation to 
address its annual meeting on May 
14 in the Swiss city, just five days 
before the WTO's 50th anniversary 
bash. 

He hasn’t said he’ll come, but 20 
rooms have been reserved for the 
Cuban delegation at Geneva’s 
Intercontinental Hotel - including 
the “Che Guevara’ suite where 
Cuba’s then e conom i cs minister 
stayed in 1964. 

Canadian premier Jean Chrttien 
Is going to the WTO party, and 
said after his recent visit to Cuba 
that he might see the cigar-puffing 
Cuban chief in Geneva. 

In any case, it would be highly 
a ppropri a te for Castro to drop In: 
Havana was the venue, half a 
century ego, for the first 
con fe rence of the WTO's 
forerunner, the Genera! Agreement 
on Tariffs and Trade. 

Ctinton has not yet confirmed 
whether he wifl show up - but his 
wife HBIary is expected at the 
WHO taildest. and 100 rooms are 
reserved at the Inte r co nti n e ntal 
Even if Bill does put in an 
appearance, he wont be staying 


the night - his entourage is too 
much for Geneva to accommodate, 
especially as the World Congress 
on Heart Failure is also In town at 
the same time. A few medics might 
come in handy if Castro does 
bump into one of Unde Sam’s 
First Family. 

Koseff s kingdom 

It has been a long Journey for 
Stephen Koseff, chief executive of 
Investec and one-time South 
African Jewish Businessman of the 
Year, from his schooldays In the 
less-than-exotic Johannesburg 
suburb of Benoni to yesterday's 
purchase of Hambros, the 
once-great City of London 
merchant bank. 

Investec has grown from eight 
employees in 1980 to 2,600 today, 
but under the energetic, engaging 
and sports-mad 46-year-old Koseff 
and London-based Bernard Karrtor, 
it remains a relaxed organisation 
devoid of old-fashioned 
hierarchies. 

The Investec boss has proved a 
successful deaJmaker, though he 
was bitterfy disappointed by the 
failure this year of the “black 
empowerment" buy-out of mining 
group JGI from Anglo American: he 
helped to finance and arrange it 

WhBe he persuades international 
investors that he hasn't bitten off 
more than he can chew, pity Tim 
Guinness and Howard Right, who 
set up the Guinness Right Ham bra 
fund management group with two 
equally balanced outside Investors 
- Guinness Mahon and Hambros. 


When Investec bought Guinness 
Mahon, Guinness was wfnad and 
dined In Johannesbwg. But he 
wanted nothing to do with the 
South Africans - mid still doesn’t, 
even though their purchase of 
Hambros means they have 88.5 
per cent of his company. 

Flight has another job - he’s an 
MP - but Guinness may have to 

choose between eating his words 

and walking the gangplank. 

Power plant 

It Isn’t just Anatoly Chubais who is 
relieved at bagging the top job at 
Russia’s power company Unified 
Energy Systems. A bit of 
over-enthusiastic spin-doctoring 
meant it would have been very 
embarrassing rf he had missed out 

The Russians remain masters of 
political spin, perhaps a legacy of 
those days when Soviet 
propagandists could fit the most 
Inconvenient facts into the official 
communist Dne. 

Barely had the Ink dried on 
President Boris Yeltsin's cabinet 
reshuffle decree than Kremlin 
courtiers were falling over 
themselves to pretend that they'd 
had it h mind all along, even if it 
was a shock to the rest of the 
world. 

But loyal supporters of Chubais, 
a casualty of the cabinet purge, 
started spinning the line that their 
reformist boss had been behind 
the whole thing, sacrificing himself 
to torpedo stolid prime minister 
Victor Chernomyrd i n To underline 
his influence, they confidently 


predicted that their chief would 
move smoothly Into UES. 

If he hadn't made it, his 
spinmeisters' manoeuvrings would 
Just have underlined how far the 
former reformist darling had been 
left out in the cold. 

Neu broom 

Investors In Siemens are sounding 
a lot happier these days now that 

the sprawling German 
conglomerate, long lambasted for 
being unfocused, looks like 
changing its ways under new 
finance director Heinz-Joachim 
NeubQrger. 

The shareholders’ patience with 
Heinrich von Pierer, the group’s 
staid chief, was wearing a little 
thin. But hardly had NeubOrger got 
his feet under the desk than the 
personal computer business was 
on Its way to Taiwanese rival. 

The new Edd on the block and 
his smooth boss wifl now be 
expected to keep up the pate of 
restructuring, which would almost 
inevitably include job cuts in 
Germany. That’s not always easy, 
and is even less so In an election 
year when von Pierer’s dose pal 
Helmut Kohl is fighting for his 
political life. 

Off the wall 

So what's the difference between 
the two big events in Brussels - 
the single currency summit and the 
Magritte exhibition? One is a 
surreaBsttc mess, the other is a 
collection of paintings. 


four ” says one official, shaking 
his head in resignation, "but it 
will take time." 

In the area of foreign policy, 
the picture of 15 member states 

marching in lock-step would be 

the exception to the rule. Britain 
and France ofteD behave like 
19th-century colonial powers. The 
four “neutral" member states - 
Austria, Finland, Ireland, Sweden 
- are by definition second-tier 
players. 

The institutional apparatus is 
creaking, too. The General 
Affairs council - the once domi- 
nant decision-making forum in 
Brussels attended by foreign min- 
isters - is in terminal decline 
compared with the 
up-and-coming Ecofin council of 
finance minis ters. “The whole 
process is a shambles.” says a 
senior EU diplomat 

One theory in Brussels is that 
EU leaders will become so dissat- 
isfied with the preponderant 
power of the finance minis ters 
that they will dispatch their own 
vice-premiers to Brussels to take 
charge of foreign policy. Presi- 
dent Mitterrand floated the idea 
of a permanent high-level pres- 
ence in a joint Franco-German 
initiative in late 1993, but the 
idea foundered on opposition 
from Mr Defers, former EU presi- 
dent, who worried that the Com- 
mission would be the big loser. 
Other member states feared the 
creation of a new French-domi- 
nated power centre in Brussels 
or, even worse, a quasi -federal 
government. 

I n Brussels the view is that 
the institutional status quo 
will hold - hut not for long. 
And here, the single cur- 
rency is not the only force for 
change. At least as important is 
the Union's longer-term plan to 
enlarge membership to the for- 
mer communist countries of cen- 
tral and eastern Europe. The tar- 
get date for the first new 
members is 2002-03. This may be 

ambitious, because front-rank 
candidates such as Poland face 
massive adjustments to comply 
with the demands of the single 
market. The 15 EU member 
states must also first reform the 
Common Agricultural Policy and 
produce a new budget deal to 
cope with the costs of expansion. 

In the past, enlargement has 
forced the Union to adapt its 
institutions and decision-making 
through lengthy constitutional 
conventions known as inter- 
governmental conferences or 
IGCs. Thus, the accession of 
Britain, Ireland and D enmar k in 
the early 1970s was followed by 
an extension of majority voting 
and a dilution of the national 
veto in the mid-1960s. Maastricht 
extended the process, but 
Amsterdam marked a holding 
operation - with the exception of 
closer co-operation on internal, 
justice and immigration issues. 

Most insiders do not expect 
another all-embracing IGC ahead 
of the first wave of eastern 
enlargement. This implies a 
short, sharp conference, most 
likely next year, which would 
marginally extend majority vot- 
ing. reduce the size of the Euro- 
pean Commission and change the 
balance of voting between small 
and large countries. 

In short, the process of Euro- 
building will continue after the 
launch of the single currency, 
but perhaps in a more improvised 
and flexible manner than in the 
past The euro will have political 
consequences, but they will take 
time to work through and they 
will entail a sharper division of 
responsibilities between nation 
states and Brussels. None of this 
amounts to the creation of a fed- 
eral super-state. 


50 years ago 

Warning To UA Rim 
Producers 

Mr. Harold Wilson, President of 
the Board of Trade, told the 
House of Commons yesterday 
that the film industry would not 

be swamped by American 
producers using up their 
un remitted sterling balances to 
make films, and gave a figure of 
12 productions a year as 
reasonable. He warned 
American producers that. If they 
attempted to “beat the ptetof 
by buying up studio space in 
Great Britain before the 
Anglo-American agreement was 
fully working, he would not 
hesitate to take powers to deal 
with them. The agreement, Mr, 
Wilson maintained, saved us 
dollars that only the closing 
down of cinemas could 
otherwise have saved, and he 
said it was the fear of such 
closures that unsettled the 
film-making world and caused 
under-production. 

Italian Cabinet Reshuffle? 
Roma, April 30. In Rome 
discussions are In progress for a 
Cabinet reshuffle. According to 
latest reports, Signor de Nicola, 
the present President of fhe 
Republic, might accept to be 
re-elected President tor another 
seven years when Parliament 
re-convenes. 
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THE LEX COLUMN 


Cool Britannia 


How modi would it matter for Britain if 
EMI feQ into foreign hands? There would 
certainly be much gnashing of teeth - not 
least in 10 Downing Street. “Coed Britan- 
nia’*. or the vibrancy of the conn try's cre- 
ative industries, has been the leitmotif of 
Tony Blair’s first year in government. 
Seeing the company that has brought the 
world the Beatles and the Spice Girls 
crumble to a foreign takeover would 
hardly be a great anniversary present 
National anguish would be more rational 
in this case than, say, with Rolls-Royce 
Motor Cars being sold to BMW. Britain no 
longer haa much competitive advantage 
in the motor industry. Pop music is 
another matter. Britain has produced a 
long list of global stars since the early 
1960s. and developed skills in managing 
them. 

But would foreign ownership of EMI 
change this? Probably not. Any new 
owner would be as keen to hunt out new 
British pop groups. And most of the value 
would continue to end up with stars 
rather than shareholders. It would be 
rather like the City of London, where for- 
eign ownership of most firms has not 
stopped bankers and brokers receiving fat 
remuneration packages. 

The real national worry ought to be 
how British companies that could be 
world-beaters are exhibiting such a pov- 
erty of ambition. Has EMI been expanding 
into films, theme parks, multimedia, the 
internet - or even old-fashfoned book pub- 
lishing? No. it has used its spare cash to 
buy back shares. There has been the same 
corporate anorexia at Renters, a world- 
leader in electronic information, and Bar- 
clays. which could have been a force in 
investment banking if it had invested 
enough in the early days. It is fine far 
utilities to curb their appetites. But com- 
panies with prospects need to show more 
vision. 
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still cost at least SKRm. It is hard to see 
Seagram, which is only worth $15bn, find- 
ing that amount in «««h_ And given that 
its own share price has been dogged by a 
mediocre financial performance, the mar- 
ket’s appetite for a large slug of its stock 
might be timitod An aD-share “merger of 
equals" looks a non-starter too. Why 
would EMTs shareholders want shares in 
a conglomerate with Mg positions in 
spirits and orange juice? One way round 
that problem, of course, would be for Sea- 
gram to inject its music business into 
EMI. 

The snag is that EMI would then be the 
bigger business and end up in control 
Would the Bronfmans, who control Sea- 
gram, really countenance that? 


spending, up nearly 6 per cent, look 
unsustainable. And the build-up in inven- 
tories will almost certainly be reversed. 
But it is also becoming clear that a rap- 
idly deteriorating trade balance win not 
stall the US economy. Meanwhile, a 
chunky decline in employment costs sug- 
gests the economy is stni defying the con- 
ventional link between growth and infla- 
tion, now down to 1.4 per cent 
This background does not justify 
stretched equity valuations, though it wtO 
clearly support the sanguine consensus 
that still underpins Wall Street. For 
bonds, the good news is that the Fed will 
probably delay a tightening until the 
autumn. But lower rates are not in pros- 
pect either, so the bond market may well 
trade sideways. 


Credit Suisse/ING 


US economy 


Seagram/EMI 


A bid approach is not the same as a 
firm offer. And it as seems the case, Sea- 
gram is the company referred to in EMFs 
statement, shareholders should not get 
overexcited. While a c n mhfr m tfop of the 
two groups’ music businesses would make 
good industrial sense, structuring the 
right financial deal would be tricky. EMI 
is not as valuable as it was, but it would 


Wall Street indulged in a bit of rational 
exuberance yesterday, following another 
set of breath-taking US economic figures. 
The Dow Jones index jumped back above 
9,000, while the yield on the 90-year Trea- 
sury dropped below 6 per cent The fairy 
tale combination of strong economic 
growth and fi»ntng inflation painted by 
the statistics is hard to argue with. While 
it continues. It is hard to see the Federal 
Reserve raising interest rates. 

There wlD be a slow d o w n, of course. 
Those economists who had expected one 
in the first quarter, when gross domestic 
product soared by 4.2 per cent, now 
grimly predict one iWs quarter. They may 
well be right. Capital equipment spending, 
which jumped 29 per i*nt, and consumer 


A European financial services cham- 
pion? If the rumours of a Credit Suisse/ 
ING merger were accurate, which seems 
unlikely, that would undoubtedly be the 
outcome: a S 120 bn bancassurance giant 
and respectable European counterweight 
to the giant Citigroup. With both banks' 
market capitalisations within spitting dis- 
tance of SSObn, a merger of equals would 
atai be a fairly simple affair. 

Whether shareholders should rejoice Is 
another matter. Sheer size Is not a very 
useful concept when it comes to assessing 
potential returns. Moreover in-market 
mergers, where large overlaps allow for 
big cost synergies, create more value than 
the cross-border variety. That said, both 
Switzerland and the Netherlands are 
highly concentrated domestic TnaHcets, so 
if anyone an on™*** for looking across 
borders they do. But it is not clear that 
their combination would solve their prob- 
lem of good products but slow growi n g 
domestic markets. What it might do, 
though, is provide the platform to do 
other, potentially more valuable, deals 
In markets like Germany, France and 
Italy. 

Whether the likes of Deutsche Rank and 
ABN Amro would allow such a deal to be 
nodded through is another matter. Both 
would covet Credit Suisse’s US invest- 
ment banking operations. Perhaps there 
would be a meeting of minds; a US invest- 
ment bank does not sit easily with a Euro- 
pean bancassurance house. 
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Europe today 

Most of Scandinavia wfll be 
unsettled wttti heavy ahawOTs, 
but southern parts win have 
some warm suwtdne. Central 
and north-west Europe wffl have 
another unsettled day with heavy 
showers by the a fternoon and 
some hod and thunder. North- 
west France should be mainly 
dry. Portugal, Spain and Italy 
wtn also be unsettled with 
showers. Eastern Etrope wffl 
remabi warm with some aai 
and isolated showers or 
thunder s torms. 

Five-day forecast 

Central Europe wffl remain wet 
with a risk of thunder. The 
north-west wffl become drier but 
cooler. Scandinavia will have 
fine weather by early next week. 
Much of MedKermneHn wffl have 
showers, but the east will stay 
warm and sunny. 
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Your hub to the heart of Europe 


US anti-firearms lobby lays 


blame at gunmakers’ door 


By Victoria Grtffftti In 
SprtngfteM, Maancta 


Silent March, the anti-gun 
organisation, will tomorrow lay 6.285 
pairs of children's shoes at the door- 
step of the headquarters of Smith & 
Wesson, the big US gun manufac- 
turer, in Springfield. 

The shoes will r epresent the 5,285 
children killed from 1986 to 1935 in 
shootings. On the same day Silent 
March will place 45,000 pairs of 
shoes in front of five other major 
firearms makers across the country. 

The demonstrations are part of a 
new campaign by the anti-firearms 
lobby to send the message that the 
gunmakers, as well as the shooters, 
should be held responsible for gun 
violence. 

Modelling itself on the anti-smok- 
ing campaign. Silent March is urging 
the public to sue gun companies far 
the death or injury of family 
members and calling on Congress to 
regulate firearms under consumer 
protection laws. 

Hie goal is to squeeze the compa- 
nies through lawsuits and regula- 
tions. Until now, the group has con- 
centrated cm lobbying Congress to 
ban guns, ha last demonstration, in 


Washington in 1996, attracted 35.000 
protestors. 

"We realise now that Washington 
is probably not going to take 
action,” says lawyer and anti-gun 
activist Nancy Hersh. “It*s just part 
of the fabric of the country that 
people defend gun ownership. But I 
think we can win victory through 
the courts.” 

The gun industry, with $lbn in 
fln rrngi sales, says it is concerned 
about the new tactics. “Even though 
we have consistsrtly won. lawsuits 
are becoming a heavy financial har- 
den for us,” says Ken Jorgensen, 
spokesman for Smith & Wesson. 

Gunmakers are facing dozens of 
lawsuits from the (families of shoot- 
ing victims. Some accuse firearms 
companies of using faulty distribu- 
tion channels, which allow the guns 
to fall into criminal hands. Others 
are pursuing on the basis of 

existing product liability laws. 

Gun manufacturers, say activists, 
have a responsibility to incorporate 
safety features to prevent wrongful 
shootings. Major gunmakers point 
out that since signing a deal with 
President Clinton last October, they 
have voluntarily shipped locking 
devices with firearms. A University 


of Washington study last year tied 
gun ownership to a significantly 
Increased risk of suicide or homi- 
cide. The Centre for Disease Control 
in Atlanta has estimated direct med- 
ical costs for shootings at |i-5bn 
each year. 

Anti-firearms activists hope such 
numbers will help convince law- 
makers that warning labels should 
be placed on guns. They are aiming 
to otrongthen their case by fishing 
out internal company documents 
which would show that companies 
knew they could make their prod- 
ucts safer. * 

Lawyers in a suit against gun- 
maker Beretta for an accidental Cal- 
ifornia shooting claim to have such 
evidence. 

Pressure is also growing for gun 
companies to Incorporate a develop- 
ing technology called "personalisa- 
tion” which would require users to 
identify themselves through a finger- 
print recognition system on the fire- 
arm. the theory being that only the 
owner of the gun should be allowed 
to fire it New safety requirements 
might also lead to the banning of 
frills such as silencers and a special 
finish that is resistant to finger- 
prints. 


Euro-Japanese agreement brings 
the global mobile phone closer 


By Aten Cam in London 


An agreement between European 
»wd Japanese mobile phone group s 
has brought closer the day when 
subscribers will be able to use their 
handsets anywhere in the world. 

The deal, announced yesterday, to 
co-operate in the development of 
mobile systems based on a emwwnn 
standard, has partly resolved a seri- 
ous three-way technology split 
between Europe, Japan and fbe US, 
although US opera to rs are continu- 
ing to develop a competing technol- 
ogy, CDMA (Code Division Multiple 
Access), whltto is claimed to have 
tprhnfnal advantages over flSM_ 

The agreement strengthens the 
possibility that Europe's s tandar d 
for di g i ts! mo bi le telephony, kn own 
as GSM (Global System for Mobile 
telephony), will provide the core 
technology for a global standard for 
the next generation of mobile 
systems. 

It also nwinB the European cell- 


phone industry will be able to bene- 
fit from large economies of scale in 
manufacturing and from the advan- 
tage of controllin g the development 
of the technology. 

NTT DoCoMo, Japan’s largest 
mobile operator with alm ost I8m 
subscribers, has agreed to work with 
the trade association for existing 
GSM operators and regulators to 
develop so-called “third generation” 
mobile systems based an GSM prin- 
ciples. 

The two groups will co-operate on 
initiatives to promote and support 
third generation commercial 
systems and services, such as full 
motion video to the handset, inter- 
net access, on-line shopping and 
banking. 

Adriana Nugter, of the mobile 
operator Europolitan and chair of 
the GSM group, said: “This is a very 
important step in establishing a true 
third generation world consensus. 
Thin agreement could be o p* of the 
most important examples of interna- 


tional technology co-operation of the 
decade.” 

Koqji Ohboshi, president of NTT 
DoCoMo, said the company was 
already experimenting with the 
European standard. “NTT DoCoMo 
is developing multi-media applica- 
tions for wireless services as part of 
our objective of being the first to 
introduce third generation services 
by flie year 200L” 

Third generation mobile phone 
systems will add advanced data 
transmission to conventional voice 
services once standards for the 
service - known as UMTS (Universal 
Mobile Telecommunications Ser- 
vices) - are agreed. 

GSM proved successful for Euro- 
pean operators and a springboard 
into the first league of telecoms 
manufacturers far companies such 
as Ericsson of Sweden and Nokia of 
Finland. There are more than BSm 
GSM subscribers, representing 33 
per cent of the world market for 
wireless services. 
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Bre-X drama continues in the courts 

More than a year has passed since Bre-X 
M morals' purported 71m ounce gold deposit in 
Indonesia was unmasked as a hoax. The drama Is 
now being played out In courtrooms in Toronto 
and Texas, where lawsuits seeking billions at dol- 
lars of damages have been launched. Lawyers 
representing about 2,000 investors say the com- 
pany and its directors are not the only ones to 
blame. They also allege that several brokerage 
firms issued false and misleading research reports 
about the Busang deposit and profited from their 
association with the company. Page 24 

Brazil bids punctuated by problems 

hi Brazil, the difference between a comma and a 
fuU stop can be costly. Tess. a consortium bidding 
for cellular telephone licences, was disqualified on 
grounds that Included expressing its winning bid in 
figures using Anglo-Saxon annotation - commas 
before thousands, fuff stop for decimal point - 
Instead of the opposite system used In Brazil The 
Supreme Justice Tribunal finally ruled that lesser 
courts should have accepted that Toss's bid was 
not just over RSI .32 (US$1.17), but a trillion times 
that amount But, as the second stage of the sell- 
off looms, have the lessons been Ieamt7 Page 18 

Malaysia balks at crisis measures 

Investors in Malaysia were hopeful at the start of 
the year, that the government was ready to deaf 
with the consequences of the Aslan financial crisis. 
But conflicting statements on how to respond to 
the crisis and a lack of substantial changes In the 
economy have dashed those hopes. Bankruptcies, 
poor company results, and perceived bail-outs of 
well-placed individuals have hit share prices. The 
authorities seem intent on avoiding a move ana- 
lysts see as inevitable - relaxing the limits on for- 
eign ownership In key sectors. Page 34 

Sim refuses to set on jute group 

Jute was labelled as a “sunset industry" nearly two 
decades ago when synthetic bags became the 
bulk packaging medium. But India's Champdany 
Industries surprised the market by consistently 
making healthy profits. It has been able to defy the 
downward trend by placing its faith In high value- 
added new products that require the blending of 
jute with other tores. Page 16 

European markets up on rate news 

European equity markets saw a strong surge, as 
fears of higher interest rates receded. US data 
indicated that inflationary pressures remained sub- 
dued, in spite of a booming economy. while the 
Bundesbank decided, as expected, to leave rates 
unchanged at its regular monetary meeting. And 
EU leaders rallied to reassure financial markets 
that the dispute over who should head Europe’s 
future central bank would be resolved at this 
weekend's summit meeting In Paris. Page 34 

New North Sea oil discovery 

An oil consortium, led by Amoco of the US, has 
made a large oH discovery in the Norwegian sec- 
tion of the North Sea, which could open recover- 
able reserves of up to 500m barrels of oil equiva- 
lent Page 24 
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EMI shares 
rise as group 
confirms 

bid approach 

Seagram and Disney are among 
possible suitors for record company 


By Alice Rawstttom In London and 
WUfiam Lewis n New York 

Shares in EMI, one of the 
world's largest music groups, 
rose 99 V 1 P to 607Vip yesterday 
! after the company confirmed it 
had received an approach from 
a prospective bidder, believed 
to be Seagram, the Canadian 
drinks and entertainment con- 
glomerate. 

Seagram, which held unsuc- 
cessful talks with EMI last 
year on a possible merger with 
the Canadian group's Univer- 
sal Music subsidiary, is under- 
stood to have renewed discus- 
sions in recent weeks. 

Seagram refused to com- 
ment EML valued at £4.77bn 
($8bn) yesterday plus Elba of 
debt, declined to identify 
which company had 
approached it both in a state- 
ment to the London Stock 
Exchange and an internal 
memorandum circulated to 
staff by Sir Colin Southgate, 

chairman. 

The talks are thought to be 
at an early stage, and may not 
lead to a formal offer. 

Other prospective bidders 
are thought to include Walt 
Disney, the US entertainment 


group, which is believed to 
bave been considering tbe 
acquisition Cor several months, 
and Kirk Kerkorian, the vet- 
eran US corporate raider who 
controls the MGM/UA movie 
studio. 

Analysts speculated that the 
confirmation of bid talks 
mi ght trigger a bidding war. 

Sir Colin said yesterday: 
“This business is not for — 
clearly we have a fiduciary 
duty to consider any serious 
offer to increase shareholder 
value. However, over the years 
we have often had expressions 
of interest which come - and 
then go.” 

EML which owns the world's 
largest music p ublishing com- 
pany and numbers the Beatles. 
Radiohead, Smashing Pump- 
kins and the Rolling Stones 

among its article hag been the 

bastion of the UK music indus- 
try far over a century, but has 
been dogged by long-running 
bid rumours. 

It is the only one of the “big 
six” record companies, which 
collectively control over 70 per 
cent of the S38hn global music 
market, to remain indepen- 
dent The others - Sony, Poly- 
Gram, Warner, Be rtelsmann , 


and Universal - are already 
controlled by larger electronics 
or entertainment groups. 

Global record sales have 
slowed recently, m aking EMI 
more vulnerable to a bid. Sir 
Colin is expected next month 
to announce a Cali in pre-tax 
profits to around £3 12 m in the 
year to March 31. from £380.5m 
in the previous year. 

Speculation about EMI’s 


Way clear 
for Texas 
in Energy 
Group 
takeover 

By Andrew Taylor in London 
and WBSam Lewis In New Ynk 

A bitter takeover battle for 
Energy Group. Britain's big- 
gest electricity supplier, ended 
in further acrimony yesterday 
when PacifiCorp pulled out 
leaving the field clear for 
Texas Utilities, its US rival. 

Texas Utilities’ offer of 840p 
a share, worth £4.45bn, 
($7.43bni was immediately rec- 
ommended by Derek Bonham, 
Energy Group's chairman. 
PacifiCorp said it would not be 
increasing its S20p a share 
offer. 

The handling of the bid by 
PacifiCorp and its adviser 
Goldman Sachs was attacked 
by US shareholders who 
recently have paid more than 
S60p for Energy Group shares. 

They complained that Pacifi- 
Corp ’5 decision this week to 
appeal to the British Takeover 
panel over bidding procedures 
bad signalled that it was con- 
sidering raising its offer. 

However Fred Buckman. 
PacifiCorp 's chief executive, 
said yesterday tliat the compa- 
ny's 820 p offer at the begin- 
ning of March had represented 
' a full price”. 

US shareholders said Pacifi- 
Corp should have announced 
much earlier that it had no 
intention to pay more. 

Those likely to be angered 
by the company's withdrawal 
group chief executive. Mr House. less than 48 hours before it 

Filield has since left the group was due to submit a sealed bid 



Tha Beatles have been one of EMI's most valuable assets for more than 35 years. 


future was also heightened by 
a boardroom row in February. 
The board vetoed proposals for 
Sir Colin to go non-executive 
after his appointment as Royal 
Opera House chair man, with 
Jim Fifield, the £7m-a-year 
head of EMI Music, becoming 
group chief executive. Mr 


blocks in EMI’s previous t alks 
with Seagram is understood to 
have been Sir Colin’s insis- 
tence that he and Mr Fifield 
retain control after the merger. 
That obstacle was removed by 
Mr Fifield’s departure, and Sir 
Colin's new role at the Opera 
House. 


with a £ 12 m pay-off. 

One of the chief stumbling 


Lex, Page 14 
London stocks, Page 30 


Delta and United agree air alliance 


By Michael Skaptaker in Umdoa 

United Airlines and Delta Air 
Lines, two of the world’s big- 
gest carriers, are to form an 
extensive alliance, subject to 
the approval of their powerful 
pilots’ unions. 

The link-up, announced yes- 
terday. is one of several new 
partnerships in the US indus- 
try this year, as carriers 
attempt to win new business 
by offering flights to destina- 
tions they do not currently 
serve. 

The airlines hope to combine 
Delta’s strong presence in the 
eastern and southern US with 
United's routes in the west and 


Extensive link-up is subject to approval by powerful pilots’- unions 


midwest The deal follows alli- 
ances earlier this year between 
Northwest and Continental 
Airlines and between Ameri- 
can Airlines and US Airways. 

Although the airlines said 
they intended to cooperate on 
flights both in and outside the 
US, they wfl] not extend their 
alliance to Europe. They said 
this was because of the “uncer- 
tainty and complexity of the 
European regulatory environ- 
ment”. 

The European Commission 
is examining the two airlines' 
alliances with European carri- 
ers and United and Delta said 


they did not wish to compli- 
cate matters further. 

Gerald Greenwald, United 
chairman, said the airlines 
were following the consolida- 
tion pattern set in other indus- 
tries. “This agreement repre- 
sents the wave of the aviation 
future. The economy and busi- 
ness have gone global; so bave 
communications. Our custom- 
ers tell us they need the same 
In transportation. No one car- 
rier has the resources to meet 
this demand alone.” 

Both airlines have union 
agreements allowing their 
pilots to veto code sharing 


deals - se llin g seats on each 
other's flights. A plan to 
announce the alliance last 
week was postponed after 
opposition from Delta's pilots. 
Both companies said yesterday 
they had had extensive discus- 
sions with their pilots' unions 
on tbe implications of the deal, 
although agreements have not 
yet been reached'. 

Delta has rejected a demand 
firom its pilots that they be 
given a voting seat on the 
board in return for approving 
the deal Delta’s pilots have a 
non-voting representative on 
tbe board. United, which is 


majority owned by its staff, 
has three employee directors, 
including one pilots' represen- 
tative. 

The two carriers said they 
had no plans to merge. There 
would be no exchange of 
equity and the airlines would 
retain their separate identities. 

Hie airlines will not apply 
for anti-trust immunity from 
the US authorities, which 
would have allowed them to 
operate as a single carrier and 
set fares jointly. The two will 
still compete on price and nei- 
ther will withdraw from routes 
they both serve. 

Seamless travel. Page 18 


include George Soros, the bil- 
lionaire financier. 

Mr Soros recently paid 866p 
to purchase a further tranche 
of 110,000 shares. Credit Suisse 
First Boston also paid more 
than 860p for a small amount 
of shares. 

US shareholders will be eligi- 
ble to receive Texas shares 
worth an equivalent of 865p 
under a limited alternative 
offer. 

Texas, which controls about 
28 per cent of Energy shares, 
welcomed the PacifiCorp deci- 
sion. 

PacifiCorp launched the bid- 
ding for Energy Group almost 
a year ago at 690p. It had 
acceptances of more than 60 
per cent when the bid was 
blocked by a Monopolies and 
Mergers Commission investi- 
gation. The offer was subse- 
quently cleared only for Texas 
to enter the fray. 


Lex, Page 14 


US operations chief to take 
the helm at McDonald’s 


By NBdd Taft in Chicago 

Michael Quinlan, chief 
executive of McDonald's, is to 
hand over control to Jack 
Greenberg, currently head of 
US operations, as the world’s 
biggest fast-food chain 
attempts to revitalise its busi- 
ness. 

McDonald’s has grown dra- 
matically during Mr Quinlan's 
10 -year reign and now operates 
in 109 countries, bat lately has 
suffered loss of market share 
and weak profits in the US in 
tbe face of intense competition 
from rivals such as Burger 
King. 

Mr Greenberg’s appoint- 
ment. which takes effect in 
August, follows efforts by 


McDonald's to recover its poise 
after its much-hyped Arch 
Deluxe burger and a 55-cent 
Big Mac promotion failed to 
live up to expectations. 

Tbe company announced a 
management shake-up in July 
which propelled Mr Greenberg 
to chief executive of US 
operations. In March, it 
announced a $l90m plan to 
revive flagging demand by 
changing the kitchen equip- 
ment in all of its UL380 US 
restaurants. The new equip- 
ment will allow McDonald's to 
make burgers to order instead 
of cooking them in batches. 

Earlier this month, 
McDonald’s succeeded in meet- 
ing analysts’ expectations for 
the first timn iii three quar- 


ters, reporting net profits up 5 
per cent in the first quarter to 
$3fi2.2m on sales of $8J2bn. 

Mr Quinlan has talked of 
achieving “positive momen- 
tum" and the company’s share 
price has recovered signifi- 
cantly. Yesterday, in a strong 
market, McDonald’s shares 
rose $i‘/i to 930£. 

Mr Greenberg said be 
intended “to continue to grow 
the business”, and would be 
making Innovation a priority. 
He said a second priority 
would be “aggressively lever- 
aging the synergies between 
the US and international busi- 
nesses”, and that he would be 
looking to “focus on people”. 

Mr Q uinlan will continue as 

chairman. 



Japanese corporate bonds 
boom as banks cut lending 
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By Gffian Tett In Tokyo 

i Japanese companies issued a 
! record Y8£00bn ($87bn) worth 
1 of yen bonds in fiscal 1997, a 56 
per cent increase on the previ- 
ous year, as the country’s 
'banks trimmed their lending, 
Y Industry observers say the 
stage is likely to continue this 
year. with Japan's Big Bang 
financial deregulation making 
! it easier for companies to 
diversify sources of funding. 

Trevor Brewster, a director 
in Tokyo of Barclays Capital, 
the UK group, said: “Relations 
between the Japanese banks 
and their clients are being 
eroded, an d\ once the compa- 
nies have coke to tbe capital 
markets they We not going to 
go back.” 


Japan's corporate bond mar- 
kets have been relatively 
underdeveloped as companies 
have enjoyed longstanding, 
close links with banks. How- 
ever. many banks are trying to 
cut lending to meet interna- 
tional capital adequacy rules. 

Corporate bonds have also 
become more attractive, espe- 
cially to Japanese institutional 
investors, as domestic equities 
have languished while yields 
on Japanese government 
bonds have fallen to record 
lows. 

Data from the Bond Underwrit- 
ers Association show that 557 
corporate issues were made in 
fiscal 1997, compared with 370 
in 1996. and only 88 five years 
ago. Between December and 
March Y4.300bn worth of 


straight bonds were issued, 
including February’s record 
Y200bn issue from Toyota, the 
first ever made by the motor 
group. 

Mitsubishi Heavy Industries 
also recently issued YIDObn 
straight bonds for the first 
time in six years, saying bank 
lending bad failed to meet its 
credit needs. 

Although straight yen issu- 
ance has grown, “samurai” 
bonds, which are issued in cur- 
rencies other than yen, fell to 
YL610bn in 1997 from YSJttObn 
the previous year, largely 
because recent currency 
swings have left companies 
less willing to tolerate foreign 
exchange risk. 

Bonds, Page 22 


1911: the lost city of the ancient 
Incas is discovered. 

1997: a ground-breaking new source 
of capital is discovered. 

High yield debt has crossed the Atlantic and. with the help 
of Goldman Sachs, companies in Europe and the UK are 
reaping the benefits of the Euro-denominated market 
From syndicated lending to mezzanine financing to high 
yield debt for leveraged finance, turn to Goldman Sachs. 
And unearth a wealth of new financing opportunities. 
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INDONESIA BALANCE SHEETS HIT 


F orex losses 
take toll on 


ABS-CBN sees 
a leap forward 
in basketball 


ifN; 
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KDD postpones planned 
merger with Teleway 


1997 results 


By Jusfin Marozzi to Manila 


By Sander Thoenes 
to Jakarta 


Foreign exchange losses, 
soaring interest rates and 
bad-loan provisions devas- 
tated the 1997 results of a 
host of Indonesian compa- 
nies a n d banks which met 
yesterday's deadline for 
repenting. 

Hie collapse of the rupiah 
boosted profits at some 
exporters but foreign- 
exchange losses on off-shore 
debt hit balance sheets. 
Property companies and oth- 
ers dependent on domestic 
sales saw revenues fall, 
while the cost of sales rose 
with inflation. 


Many of the problems are 
still hidden. Several leading 
conglomerates, such as Bak- 
rfe Group, failed to report on 
their flagship listed compa- 
nies, and some have their 
worst results in unlisted 
holding companies and 
subsidiaries. 

Banks reported bad-loan 
provisions off less than 5 per 
cent, at a time when Stan- 
dard & Poor’s, the credit rat- 
ing agency, predicts bad 
loans will reach 55 per cost 
by the end of this year. 

Many companies have 
kept forward contracts for 
dollar purchases, which are 
likely prove extremely costly 
with the weak rupiah. 


Exports help 
cushion blow 


Sinar Mas. Indonesia's 
second largest conglomerate, 
appears to have been cosh- 
toned from the current crisis 
by its strong reliance on 
exports, writes Sander 
Thoenes. 

Its Indah Kiat Pulp & 
Paper unit reported a 48 per 
cent rise in net profits to 
Rp3SL5bn ($49. 5m) in spite a 
foreign exchange loss of 
Rp439.6bn and interest 
expenses of Hp463.3hn. 

Pabrik Kertas Tjiwi Kimia, 
the group's paper producer, 
saw a 140 per cent rise in net 
profit to Rp34&4bn on surg- 
ing revenues and a foreign 
exchange gain of Rpl8.6bn. 

Its Bank Intern as ional 
Indonesia’s profits dropped 6 
per cent to Rp244.4bn, in line 
with the fall in its provi- 
sions. Smart, the agricul- 
tural subsidiary, made a 
Rp87.7bn loss, however, 
because of forex losses and 
ballooning interest costs. 

Medco Energi, an oil pro- 
ducer, more than doubled 
net profits from Rp40.2bn to 
Rp95.9bn, but also reported 
Rp91.5bn in forex losses. 

Bakrie Sumatra Planta- 
tions said net income was up 
16.7 per cent to Rp50.4bn on 


a 38 per cent rise in sales 
and a RpTbn forex loss. 

Semen Gresfit, the priva- 
tised cement mill, reported a 
6 per cent rise in net income 
to Rp232.6bn, but interest 
expense doubled from 
Rp6&2bn to Rpl29.1bn. 

Competitor Semen Cfbi- 
nong also saw sales rise but 
forex losses and interest 
costs left it with a Rp268.7bn 
loss. 

Indofood and IndomobO, 
the food and automotive sub- 
sidiaries of Salim Group, 
reported losses of Rpl.lS8bn 
and Rp403.8tm, respectively. 
Indofood reported forex 
losses of Rpl.532bn and a 
16.7 per cent rise in the cost 
of goods sold to Rp3.494bn. 
Indomobil’s forex loss was 
Rp580.4bn. 

Inti Indorayon Utama, the I 
rayon producer of Asia 
Pacific Resources, booked a j 
loss of Rp444bn on Rp209.6bn 
in forex losses and Rpi47.5bn 
interest expenses. 

Great River, the textile 
company, reported a 
RplZ5bn loss compared to a 
Rp25.7bn profit in 1996, on 
the back of Rp2L4bn forex 
loss and Rp33.3bn in interest 
payments. 


The Philippines' biggest 
media group, ABS-CBN. saw 
first-quarter profits rise 25 
per cent year-on-year to 
309.5m pesos (t7.7m) thanks 
to increased advertising rev- 
enue. with further growth 
expected from the broadcast- 
er’s recently launched 
national basketball league. 

Revenues improved 36 per 
cent to 1.4bn pesos. The 
strong gain followed a poor 
first quarter last year, when 
advertisers boycotted the 
network after it increased 
rates by 30 per cent It subse- 
quently scaled back the 
increase to 16 per cent, and 
profits in the quarter 
| slumped 15 per cent 

Eugenio Lopez, chairman 
and chief executive, said 
1998 would be difficult given 
the weak market conditions 
brought on by the Aslan cri- 
sis, but profit growth of 15 
per cent was “a realistic tar- 
get”. Growth would be gen- 
erated largely from an 
increase in advertising rates. 
The new rates, which Mr 
Lopez said bad been agreed 
with advertisers, will be 
applied retroactively to Feb- 
ruary h illing!; 

The capital expenditure 
programme of 2im pesos this 
year will be used for the 
group’s new broadcasting 
centre and development of 
its ultra-high-frequency 
channel Some expenditures 


will be delayed, with the 
group targeting retirement 
of some of its debts. ABS- 
CBN has short-term obliga- 
tions of 600m pesos. 

The group has so far 
invested 150m pesos in the 
establishment of Metropoli- 
tan Basketball Association 
(MBA), the country’s first 
national basketball league, 
launched by President Fidel 
Ramos last month at a con- 
test between the Pangasinan 
Presidents and the Cebu 
Gems. As a result of the 
American occupation of the 
Philippines from 1890 to 
1946. basketball has become 
the most popular and lucra- 
tive sport in the country. 

MBA, an ambitious joint 
venture between ABS-CBN 
and the local group Metro- 
ball, is targeting provincial 
viewers of the network's 
Channel 23 and its cable 
Channel 21 as an important 
source of advertising reve- 
nue. ABS-CBN is the only 
local media group capable or 
broadcasting live games 
from anywhere in the coun- 
try. At present the Philip- 
pine Basketball Association, 
the dominant professional 
league, has eight teams, all 
based in Manila and spon- 
sored by local companies. 

As a guide to the new 
league’s size, salary caps for 
onrfa of US 12 teamn stand at 
7m pesos, compared with 
25m in the PBA, which has 
been running for 24 years. 


KDD, Japan's largest international telecoms operator, said 
its planned merger with Teleway. a domestic longdistance 
operator affiliated with Toyota Motor, would be postponed 
because of the need to iron out some remaining differ- 
ences. The company would not comment further on the 
reasons for the delay to merger, which was expected to be 
finalised yesterday. . ^ 

Last November, KDD and Teleway agr eed to m erge to 
raise their competitiveness In the fece of growing competi- 
tion in their respective markets. The revision of a law 
which had restricted KDD to the international market, and 
the expansion of NTT, the dominant domestic telecoms 
company, into the international market, had set the stage 
for a merger, which was seen as necessary for HDD's sur- 
vivaL Michiyo Nakamoto. Tokyo 


PHILIPPINES 


Jollibee ahead 30% 


Baskstbafl Is now the Phffippmes* most popular sport HuftonGsfty 


“PBA is centralised in the 
capital and the teams are 
product-based, so people in 
the provinces have nothing 
to cheer about," said Vincent 
Reyes, chief operating officer 
of MetrobalL “What we’re 
doing from a business and 
marketing point is educating 
advertisers that there are 
tremendous opportunities in 
the provinces." 

George Padolina. executive 
vice-president for the 
regional network at ABS- 
CBN, is aiming for gross 
advertising revenues of 200m 
pesos in the first year, of 
which 100m pesos win go to 
Metroball, to be divided 


between that company and 
the teams. Mr Padolina 
expects revenues to increase 
by 3080 per cent after that 

“MBA is the way forward 
for basketball in the Philip- 
pines. especially with the 
endorsement of the richest 
and most power fu l national 
media group.” said Charles 
McVeigh, head of the Manila 
office of ECM, a media con- 
sultancy. 

One month into the new 
league, there are encourag- 
ing signs. Ratings on Chan- 
nel 23 have jumped and the 
new provincial teams have 
been mobbed by enthusiastic 
hometown fans. 


Japanese securities losses soar 


By Bethaa Hatton in Tokyo 


Japanese companies’ losses 
on securities holdings are set 
to reach their highest level 
for five years in the forth- 
coming results season, as 
the collapsing stock market 
has eroded asset values. 

The past few weeks have 
seen a series of statements 
on unrealised securities 
losses, since companies are 
obliged to issue warnings If 
losses will materially affect 
their profit forecasts. The 
financial year for most com- 
panies ends on March 31, 
with annual results reported 
in May. 

On March 31 the Nikkei 
225 stock average was more 


than 8 per cent lower than a 
year earlier, at 16.527.17. in 
spite of the government’s 
efforts to talk the market up. 

Jason James, head of 
research at HSBC Securities 
in Tokyo, said this year’s 
total valuation losses - 
mainly from securities hold- 
ings, but including some 
property - were estimated at 
YLSOObn ($llbn) for compa- 
nies listed on the Tokyo 
stock exchange, excluding 
financials . Last year, compa- 
nies took about YSOObn of 
securities losses and Y400bn 
the year before. 

Securities valuation losses 
last peaked In 1992 and 1993, 
when the stock market bot- 
tomed out after its slow 


decline from the 1989 high. 
In 1992. companies booked a 
total of YlLOOObn of valua- 
tion losses, with another 
YLSOObn in 1993, according 
to HSBC figures. 

“At that time, the level of 
profits was still much 
higher, so people were more 
prepared to bite the bullet, 
but as profits began to fell 
away in the post-bubble 
period, companies hoped 
that the losses would go 
away. As profits are now 
going into a d owntur n again, 
companies are thinking that , 
they should write the losses 
off** Mr James said. 

Most companies have been 
moving towards a more 
transparent system, of valu- 


ing assets on a market basis 
rather than acquisition cost 
or book valuations. Valua- 
tion losses are usually 
reported as extraordinary 
items. 

Japanese banks are the 
most dependent on securities 
holdings, as unrealised gains 
can be counted towards their 
capital. The h anks were 
given a respite this year by 
the government, which is 
allowing them to keep secu- 
rities holdings on their 
books on a cost basis. This 
means that although several 
banks have large latent net 
losses on their securities 
portfolios, these will not 
affect balance sheets this 


Jollibee. the expanding Philippine hamburger giant, yester- 
day announced a 30 percent increase in first-quarter prof- 
its to 158m pesos ($3 54m) after more robust sales and 
reduction of debts. 

rose 26 per cent to 2.43bn pesos. Analy sts said Jolli- 
bee had benefited from the regional downturn as custom- 
ers shnnnpd restaurants in favour of more affordable East- 
food outlets. A capital-raising exercise last month through 
the jaauam-o of warrants generated 1.36 bn pesos and 
helped the group pay off all debts and raise cash for fur- 
ther expansion. Despite the regional slump, the group is 
planning to open 50 new Jollibee outlets and 40 new Green- 
wich Pizza stores. 

“We managed to strengthen our financial performance 
despite the economic pressures brought about by the 
region-wide currency uncertainties as a result of our stra- 
tegic efforts to fortify our market presence and Improve 
operating and cost efficiencies," said R aSy dela Rosa, chief 
finance officer. 

Shares in the group, the only listed East-food company in 
the Philippines, closed down 0.25 pesos yesterday at 16.75 
pesos. 

Analysts praised Jollibee for continuing to expand over- 
seas without incurring rising costs. It is opening branches 
abroad on a franchise basis and already has outlets in the 
US, China, Brunei, Hong Kong, Indonesia. Malaysia and 
Vietnam. 

"McDonald's will have to reduce its operational and 
logistical costs to match Jollibee on a price-for-price basis,” 
said one consumer analyst at a foreign brokerage. 

Justin Marfwvi, Manila 
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INFRASTRUCTURE PROJECTS 


Caisse de Depot launches fund 


Caisse de Dep6t et Placement du Quebec, Canada’s largest 
fund manager, has launched a U$400m fund with the Asian 
Development Bank to invest in private sector infrastruc- 
ture projects with special emphasis on Thailand, the Phi- 
lippines, Malaysia and countries bordering the Mekong 
river. 

Caisse de Depdt said it had contributed $2Q0m to the 
fund through its Capital International CPDQ subsidiary, 
while the ADB had put up $20m, and the partners were 
now looking for other institutional investors. “We believe 
this fund should generate a return of 20 per cent a year,” 
said Jean Tamnthe, Capital International president 
Peter Moutagnon, Asia Editor 


PLDT roes 62% in quarter gun re f uses t 0 se t on Champdany Industries 


By Justin Marozzi 


First-quarter profits at 
PLDT, the largest telecom- 
munications group in the 
Philippines, surged 62 per 
cent to 2.ibn pesos ($52m) 
following strong growth in 
domestic long-distance and 
international operations and 
tariff rebalandng- 

Revenues jumped 47 per 
cent from 7.35bn pesos to 
10.78bn pesos. 

Shares in the group, the 
biggest local beneficiary of 
the Asian crisis, advanced 
almost 3 per cent yesterday 
to close at 1575 pesos. 

“There are tremendous 
prospects for 1998," said 
Raffy Manalaysay, director 
of the Manila office of bro- 
kers Soc Gen -Crosby. “The 
growth has really emanated 
from the tariff rebalancing 


late last year but there is 
also impressive organic 
growth.” 

The government last 
December gave PLDT the 
go-ahead to lift fixed 
monthly rates for residential 
and business customers in 
two stages, by 26 per cent 
and 18 per cent respectively, 
to compensate for declining 
international accounting 
rates. It was also allowed to 
charge domestic long- 
distance tariffs, which repre- 
sented 1.79bn pesos or 17 per 
cent or first-quarter reve- 
nues, at a range of 15 pesos 
to 8 pesos, compared with 
the previous 3 pesos to 6 
pesos. 

International long-distance 
revenues improved 32 per 
cent to 451bn pesos, or 46 
per cent of total revenues. 

The collapse of the peso 


against the dollar has con- 
tributed to strong growth at 
the group’s bottom line. 
PLDT has a strong exposure 
to dollar-denominated earn- 
ings. The average exchange 
rate was 40.1 pesos to the 
dollar, compared with the 
year-earlier level of 26.3 
pesos. 

Local network revenues 
leapt 73 per cent to 3-99bn 
pesos, helped both by rate 
rebalancing and the 
increased number of operat- 
ing telephone lines up from 
156m to 1.69m. 

Mr Manalaysay. who is 
forecasting full-year profits 
or 7.79bn pesos, said the 
shares looked fairly valued 
at 1575 pesos. On 1998 earn- 
ings. they were trading on a 
prospective price/earnings 
multiple of 16.8. a fractional 
discount to the market 


While the rest of the jute industry hes gone 
into decline, one group has gone from 
strength to strength, reports Kunal Bose 


To the Holders of Notes Issued by 

Export Development Corporation 

(An agemol Her Majesty In right of Canada) 
under the 


U.S. $5,000,000,000 

Programme for the Issuance of Debt Instruments 


Export Development Corporation hereby gtves notice to the Hofdare of Notes issued under the above mentioned 
Programme that, with effect from May 5, 1 BBS. Bankers Trust Company, acting through Its London office wB cease 
to act as Fiscal Agent, Second Alternative Registrar and Paying Agent; Bankers Trust Company acting through its 
New YOtfc office mi cease to act as Principal Registrar; Bankers Trust Luxembourg SA wfli cease to act as First 
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Trust International PLC acting through its Frankfurt office wO cease to act as Paying Agents under the above 
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offices. Chase Manhattan Bank Luxembourg S A. Banque Paribas and Chase Manhattan Bank AG respectively. 
Swiss Bonk Corporation shaB remain as the Paying Agent in Switzerland. With respect to the CON S25CL00QJXX) 
6% per cent Dragon Bonds issued on August 12. 1893 and due on August 12. 1908. Bankets Trust Company. Hong 
Kong office and the Development Bank of Singapore Ltd shall remain as Paying Agents, as provided tor in the 
Pricing Supplement relative thereto. 

With effect trom May 5. 1998 the details ct me Paying Agents under the above mentioned Program m e nffi be: 
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The Chose Manhattan Bank 
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AND RAYING AGENT 
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PAYING AGBVTS 
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PRMOML REGISTRAR 
The Chase Manhattan Bank 
150) Roar, 450 West 33 s Street 
New York, N-Y.TO0012697 


Chase Manhattan Bank A. G. 
Giu eneburgweg 2 
60322 Frankfurt am Main 
Germany 


The Cheae Manhattan Bank 
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J ute was labelled as a 
“sunset Industry" nearly 
two decades ago when 
synthetic bags became the 
bulk packaging medium. But 
even as the jute industry 
was losing money heavily, 
Champdany Industries, 
nearly 70 per cent owned by 
the reclusive Wadhwa fam- 
ily, surprised the market by 
making healthy profits year 
after year. 

Bumper jute crops in 1997 
and 1998 have led to a sharp 
fall in the raw material 
prices while the prices of 
jute goods held firm. At 
Champdany, according to Mr 
Sarvadaman Roy. an ana- 
lyst, net p rofits rose at least 
112 per cent to Rs650m 
($l6.4m) on sales 6 per cent 
higher at Rs2.3bn in the year 
to March 1998. 

“Almost every jute mill 
company made profits last 
year. Champdany. the 
world’s most profitable jute 
group, earned super profits 
in 1997-98,” says one analyst. 

Champdany has been able 
to deiy the industry trend of 
20 years because, unlike 
most other groups, it placed 
its faith In "high 
value-added new jute prod- 
ucts that require the blend- 
ing of jute with other natu- 
ral and man-made fibres”, 
says a merchant banker. 

The first in the industry to 
make high-value, non-tradl- 
tionai products such as 
blended Jute fabrics for wall- 
hangings and fine furnish- 
ings, the group accounts for 
one-third of India’s income 
from export of jute goods. 

Mr D. J. Wadhwa, manag- 
ing director, says: “We real- 
ised early that Champdany 
will go the way of other jute 
mins unless we gradually 
bring down the production 
of traditional items like 
sacking bags and ordinary 
hessian cloth, where the 
wrargiim are thin and utilise 
the capacity to make profit- 
able products. 

“The large-scale sickness 
in the industry has been 
caused by the inability of 
mills to modernise periodi- 
cally. Many are still stuck 
with century-old machines. 


“We do not look at Jute as 
a commodity. We create 
products for demanding cus- 
tomers and we do aggressive 
marketing.” 

The Indian Jute Mills 
Association says: “The credit 
for making jute part of the 
textile family goes to 
Champdany. It invested 
heavily in R&D, a rare phe- 
nomenon in the industry, 
and developed processes for 
blending jute with cotton, 
flax, wool, ramie, viscose 
and polypropylene. The 
blending of jute with other 
fibres makes it possible to 
produce special yams and 
high-value fabrics which are 
In great demand in Europe, 
the US and Japan." 

Champdany’s trail-blaring 
work earned it an invitation 
from Bangladesh, the second 
largest producer of jute after 
India, to create a "model jute 
mill ** by taking over a gov- 
ernment unit 

The Wadhwa family has 
demonstrated its skill In 
acquiring sick jute mills and 
turning them round by 
replacing the old spinning 
and weaving machines with 
high-speed machines and 
changing the product-mix in 
favour of high-value items. 

“We have three large 
taken-over jute factories 
under our belt. Our target is 
to use 75 per cent capacity of 
each unit to make high- 
value products. We cannot 
go beyond this level since we 
are required by law to make 
gunny bags for the govern- 
ment,” says Mr Wadhwa. 

The group and the other 
mills controlled by the 
Wadhwas have a share of 
nearly 10 per cent of the 
Indian industry's annual 
production of nearly 1.3m 
tonnes of jute goods. Its high 
profitability is underpinned 
by the realisation of up to 
Rs75,000 a tbnne of diversi- 
fied items, compared with 
Rs24.000 for a tonne of 
gunny bags and Rs30j0Q0 for 
a tonne of hessian cloth. 

“Champdany, however, 
uses the finest varieties of 
jute, which commands a 
high premium over the 
benchmark grade and other 



Traditional jute production is labour intensive 


fibres which are much more 
expensive than jute. It Is the 
only group involved in pro- 
grammes to improve the 
quality of jute grown in 
India," says an industry offi- 
cial. 

"The group could not have 
introduced jute-based prod- 
ucts regularly had It not 
been investing heavily in 
R&D. 

“Investment in new gener- 
ation machinery and product 
development underwrites Its 
success. Champdany is 
spending nothing less than 5 
per cent of its turnover in 
R&D. A major part of the 
product development and 
R&D work is done at Forfar 
Weavers, the Dundee-based 
wholly owned subsidiary of 
the group.” 

A goad number of jute 
mills are on the block and 
the Wadhwa family still has 
an appetite for more acqui- 
sitions. 

"We are always looking/at 
takeover opportunities, put I 


we will buy a jute mfn pro- 
vided the machinery is in 
good condition and there is 
enough land available for 
expansion. 

“The Jute mills are notori- 
ous for not paying up provi- 
dent ftaid and gratuity does 


and state taxes. We will -not 
have anything to do with 
such units. 

“Our core competence is in 
jute and we could have done 
much more had we been able 
to hire good professionals. 

We had no success in 
recruiting graduates from £ 
the business schools. They 
don't want to work in an 
industry with such bad 
image," says Mr Wadhwa. 

Jute is a labour intensive 
industry and the wages 
claim nearly 40 per cent of 
the average price of tradi- 
tional products. In the case 
of Champdany, however, 
this figure is much lower in 
spite of the group having 
additional facilities such as 
finishing and dyeing of high- 
priced fabrics. 

“Surplus workers and low 
productivity are a drag for 
the industry. The Marxist 
government in West Bengal, 
where most of the country’s 
jute mills are located, frowns 
upon the idea idea of ration- ' 0* 
alisatio n of labour. Champ- 
dany is tackling the twin 
problems by expanding mill 
capacity and rapidly replac- 
ing the obsolete machinery. 

The group today boasts of 
highest productivity in the 
industry,” says an official 

At Wellington mill, 
Champdany’s first acquisi- 
tion. the group built two 
export-oriented factories to 
absorb the surplus workers. 

The Wadhwas are pursuing 
the same strategy with sur- 
plus labour at its other jute 
groups - Anglo India and r . 
Nafarchand. 
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BAe-Saab alliance blazes a trail for Europe 


While governments talk, consolidation in aerospace is continuing, report Alexander Nicoll and Tim Burt 

he defence industry is Large obstacles have to be 


T oot standing still while 
European governments 
and aircraft-makers ponder 
bow to create a single civil 
and military aerospace com- 
pany from many disparate 
elements. 

The past few weeks have 
seen a flurry of deals in 
which British companies 
have deepened their links 
with European partners. The 
latest was yesterday’s agree- 
ment for British Aerospace 
to take an per cent of Saab, 
the Swedish military aircraft 
group. 

BAe is deeply involved In 
discussions with govern- 
ments. and with Aerospa- 
tiale of France and Daimler- 
Benz Aerospace of Germany, 
on the terms for joining a 
single aircraft manufactur- 
ing group on a scale suffi- 
cient to compete with Boeing 
and Lockheed-Martin of the 
US. 

But in spite of consider- 
able impetus from the gov- 
ernments, which are also the 
companies' main customers, 
a mega -merger seems 
unlikely to happen soon. 


space technology, training 
systems and commercial air- 
craft components, and the 
two companies may be able 
to deepen co-operation in 
missiles. 

The centrepiece of the alli- 
ance is, however, the Gripen 
fighter, which is Saab's main 
product Money can be saved 
initially by rationalising 
management of the Gripen 


overcome, especially British 
objections to large share- 
holdings by the French gov- 
ernment and even by 
Daimler-Benz. 

So the consolidation that 
has been occurring piece- 
meal is likely to go on. 

■'Restructuring is happen- 
ing anyway and will con- 
tinue to do so." said Kevin 
Smith, BAe deputy group 
managing director. “We will 
continue to do deals which 
we think are in the interests 
of aur shareholders." 

BAe was keen to empha- 
sise that its SKr3.5bn 

($451 ml investment was in a ’."...’I.".....’." J...."™"..™..." distributed 


It is the first “fourth- 
generation” fighter to alter 
service, and is ranked in 
terms, of price and perfor- 
mance somewhere near 
- Lockheed Martin's F-16. 

The Swedish air force has 
ordered 204 Gripens. 
of which S3 have been 
delivered. 

Yesterday’s deal signals 
Sweden will be an active 


The centrepiece is the Gripen fighter, 
Saab’s main product, filling a gap 
between the Hawk and the Eurofighter 


sound aircraft company with 
a strong order book. Its 
Involvement could improve 
Saab's performance through 
help with best practices in 
manufacturing and procure- 
ment of parts. 

Although Saab last year 
ceased making regional air- 
craft, it has a lease book 
which could provide scope 
for synergies with BAe's 
own portfolio of regional air- 
craft. BAe will also be able 
to tap Saab's expertise in 


SKr975m. But it has made 
clear it does not want to lose 
all its indigenous arms 
industry to foreign owners. 

The sale of the Saab stake 
has been structured to 
ensure that Investor - the 
company's parent and the 
main investment vehicle of 
the Wallenberg business 
empire - retains the largest 
chunk of voting rights. 

Investor will hold 36 per 
cent of voting rights in Saab, 
against 35 per cent held by 
BAe. The UK group will hold 
35.1 per cent of the shares, 
with Investor retaining 20 
per cent and the remainder 
to Investor's 


programme, since the two 
companies currently have a 
separate joint venture to 
market the Gripen outside 
Sweden. It has yet to make 
any sales but is competing In 
nine countries, including 
South Africa. Chile and 
Brazil. 

Gripen fills a gap between 
BAe's Hawk trainer and the 
larger, more powerful Euro- 
fighter, which is just enter- 
ing production. 


player in European defence 
consolidation. Bengt Halse, 
the former pilot and current 
chief executive of Saab, said: 
“Other countries are just 
talking about doing some- 
thing, but this shows that 
Sweden is ready to take the 
initiative.” 

Last year, Stockholm 
allowed Alvis, the UK 
armoured vehicle manufac- 
turer, to buy its Swedish 
rival. Hagglunds. for 


existing shareholders. 

Investor officials said the 
deal did not mark the end of 
an era for Saab, but rather a 
fresh Impetus to the com- 
pany. which was formed in 
1937 to supply the Swedish 
air force. 

“We have a good working 
relationship and a similar 
corporate culture. I have 
made no secret of my desire 
to see this stake in place 
before now,” said Mr Halse. 

Recent completion of 
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Saab's restructuring and a 
return to profit enabled 
Investor to embark on dis- 
cussions with BAe. Claes 
DahlbSck, Investor chief 
executive, said negotiations 


97 
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had been long and hard. 

The BAe prorides a strong 
underpinning for Saab's 
share reorganisation, which 
will see it listed on the stock 
market after Investor's 


Saab Gripen 


shareholders have sub- 
scribed to a discounted 
rights issue. The pricing of 
BAe’s 35 per cent stake at 
SKr3.5bn sets a SKriobn 
value on the business. 


Olivetti in the black for 
first time in six years 


By Paul Betts in Milan 


Olivetti, the Italian tele- 
communications and infor- 
mation technology group, 
yesterday reported its first 
net profit in six years, con- 
firming the company’s turn- 
round after being close to 
collapse. 

The group, which is now 
focusing on telecommunica- 
tions. said net profits 
totalled L16bn ($9.03m) last 
year, against a loss of 
L915bn in 1996. The 1997 
earnings also reflected its 
strategic telecoms alliance 
with Mannesmann. of 
Germany. 

Mannesmann paid Olivetti 
LLll9bn last year as a first 
instalment for its 25 per cent 
stake in the Italian compa- 
ny's Oliman telecoms subsid- 
iary. which controls the fast 
growing Omni tel cellular- • 
telephone operator and the 
lnfostrada fixed-line tele- 
coms operator. Another 
instalment, of Ll,250bn, is 
payable by 2000. 

Omnitel, which became 
profitable In the second half 
of last year, is now expected 
to report a si g ni f i c a n t profit 
in 1998. Olivetti said. 

Olivetti's turnround 



Roberto Cofanirmo: has 
overseen shake-up 


reflects a sweeping restruct- 
uring and refocusing engi- 
neered by Mr Roberto Colan- 
inno, chief executive, over 
the past 18 months. This 
included a series of disposals 
of non-strategic and loss- 
making assets, including its 
personal computer 
operations. 

The group has also sold its 
Olsy information technology 
services and systems subsid- 
iary to Wang Laboratories, 
of the US. Olivetti now owns 
a stake of about 19 per cent 


in the US group. It also 
recently negotiated a com- 
mercial agreement with 
Xerox, also of the US. to 
strengthen its Lexikon office 
equipment activities. 

Olivetti said yesterday its 
net debt had fallen from 
Ll.691.7bn at the end of 1996 
to L944bn at the end of last 
year. Net debt had since 
risen again to LlJ256bn at 
the end of March 1998. 
reflecting in large part 
investments in lnfostrada. 

The company is expected 
to be in profit again this 
year as a result of improved 
operating performance and 
further extraordinary gains, 
including the sale for LB2bn 
of its options in the recent 
rights issue by Mediobanca, 
the Italian merchant bank. 

Olivetti said first-quarter 
revenues rose 60 per cent to 
Ll290bn. This includes 
Omnitel but excludes Olsy. i 
On a comparable basis, first- j 
quarter revenues rose 3.4 per 
cent. 

Total revenues last year 
were 20 per cent lower at 
L6.6ll.2bn, as a result of dis- i 
posals. On a comparable i 
basis, the company said 1997 
revenues were about 3.5 per I 
cent lower than in 1996. | 


Low oil prices hit Statoil 


Soft oil prices have hit 
profits at Statoil. the Norwe- 
gian state-owned oil com- 
pany. Reuters reports from 
Oslo. 

The company said yester- 
day net profits for the first 
quarter of this year had 
fallen 14 per cent to 
NKrlJibu t$l6lm). Operating 
profits tumbled from 
NKr5Jhn to NKr3^bn. 

However, downstream 
activities posted a 66 per 
cent rise in operating profits, 
to NKr3U2m. 

Statoil said the average 


price of benchmark Brent 
Blend crude oil was NKrliOS 
a barrel for the quarter, com- 
pared with NKrl4Q for the 
year-ago period. 

Operating profits for 
upstream activities were 
NKr3.4bn, a fall of NKrl.ebn, 
while equity ofl production 
climbed 6 per cent to 453,000 
barrels a day. 

Crude sales averaged 
2m b/d against 2J2m b/d last 
time, with the decline 
blamed on reduced trading 
In purchased oil. 

However, gas sales 


climbed to 25.2m cubic 
metres a day from 21.7m in 
the year-ago period. 

Statoil said the strong 
improvement in downstream 
activities reflected ‘’higher 
margins for the refineries 
and for retail marketing, as 
well as cost savings". 

It said petrochemicals also 
showed an improvement, 
with operating profits more 
than doubling to NKi243m. 
Results from the shipping 
business had been “on a 
par" with the first quarter 
of 1997. 


SMC bids 
likely 
in May 

By Andrew Jade in Paris 

Bids far Societe Marseillaise 
de Credit, the troubled 
French banking group that 
is to be rapidly privatised, 
are likely to be requested by 
the end of May, people dose 
to the deal indicated yester- 
day. 

The French government 
plans to open between May 
10 and May 20 a “data room” 
containing financial infor- 
mation on the bank, with 
tenders to follow soon after- 
wards. 

The objective is to reach a 
decision on a buyer in June. 
The sale of bank was 
announced two weeks ago by 
Dominque Strauss-Kahn. 
economics, finance and 
industry minister. 

In an effort to give tbe 
minister the broadest possi- 
ble discretion in the choice 
of candidate and the nature 
of the offer, there is no for- 
mal document setting out 
tbe terms of the sale. 

Three or four French insti- 
tutions. including the Caisse 
dTSpargne savings network, 
are believed to have already 
expressed interest. However, 
officials indicated that the 
government was keen to 
encourage foreign candi- 
dates. 

A final recapitalisation by 
the state scheduled to take 
place ahead of tbe sale will 
be equivalent to the losses 
and substantial new provi- 
sions Incurred by Marseil- 
laise de Credit, and may 
amount to FFr3bn-FFr4bn 

($499m-$665m). 

No additional provisions 
have been made for a new 
restructuring plan to cut 
employee numbers which 
any buyer is likely to under- 
taka 

One individual close to the 
discussions suggested that 
the offer price from candi- 
dates was likely to be about 
FFrSOOm. 





FOR 75 YEARS, 
WHEN WE BELIEVE 
IN A COMPANY, 

WE GO THROUGH 
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Just as Bear Steams was leading the 
senior management of the Yanzhou 
Coal Mining Co. Ltd on a global road 
shew, the Hong Kong market plunged. 

The great Asian meltdown was on. 
Other companies canceled offerings. 
There would have been ample reason 
for us to do the same. Instead, we 
assured our diem of our support and 
even increased our efforts to get the 
Yanzhou story across to the right 
investors. 

In the midst of mass cynicism, if 
not hysteria, we created a critical mass 
of investor interest that later led to the 
successful completion of the offering, 
making it the first major IPO in Asia 
since the crisis. 

That’s the way it's been ar Bear 
Steams for 75 years. When others hit 
the wall, we'll go Over it, through it or 
around it to get results for our clients. 


BEAR 

STEARNS 


Beat Steam & Ca. Inc.. 245 Park Avenue. New Yak. NY 10167 


Argentaria on track to meet 
targets after 15% advance 


By Tom Bums 
in Madrid 


Argentaria. the Spanish 
financial group which was 
fully privatised in February, 
yesterday announced a 15.3 
per cent increase in first- 
quarter net income, to 
Ptal8.2bn ($119m). 

It attributed the rise to an 
expanding retail banking 
business and carefully con- 
trolled costs. 

The results, which were 
slightly above estimates, 
indicate that Argentaria, the 
fourth-ranked Spanish bank, 
is on track to meet perfor- 
mance targets set out under 
restructuring plans unveiled 
last month. 

Under the plan. Argentaria 
will bring together its main 
units to realise latent gains. . 


reduce operating costs and 
increase its competitiveness. 

Argentaria’s net interest 
income for the first quarter 
rose to Pta55.8bn. a 3.8 per 
cent increase on the year-ago 
period. Operating profit was 
up 18.6 per cent to Pt3£.3bn. 

In line with competitors. 
Argentaria reported a strong 
improvement in funds under 
management, as well as a 
significant increase in cur- 
rent and savings accounts, a 
business area that has 
shown slower growth among 
the other banks. 

Retail lending rose 11.2 per 
cent, with the bulk of the 
loans for house purchases 
and consumer credit. The 
ratio of non-performing 
loans dropped 0.9 per cent, 
to 2.1 per cent and coverage 
stood at 94.3 per cent, rising 


to 134.2 per cent with mort- 
gage guarantees. 

In addition to business 
growth, the chief feature of 
the first-quarter results was 
a 5 per cent drop in the effi- 
ciency ratio, which measures 
restructuring costs against 
the operating margin, to 51.9 
per cent. 

Argentaria’s increasingly 
lean management practices 
were underlined by a 1 per 
cent fall in personnel costs, 
which were partially offset 
by a 0.7 per cent rise in gen- 
eral costs. These were con- 
tained in spite of a 4.8 per 
cent increase in administra- 
tive expenses, chiefly 
incurred by new information 
systems. 

Argentaria was created in 
1991 as a holding company 
for state-controlled institu- 


tions operating in different 
niche financial markets. 

The restructuring under 
way now repositions the 
group as a unified retail 
operation offering common 
products to a single client 
base. 

Following the Pta350bn 
market sale of the state's 
remaining 29 per cent stake 
in the group, Argentaria's 
shareholder base rose to 
more than lm, by far the 
largest number of equity 
holders among the domestic 

b anks . 

The group's earnings over 
the first quarter brought 
its return on equity up from 
10.9 per cent at the end of 
last year to 12L8 per cent. 

Argentaria has pledged to 
raise its ROE to 15 per cent 
by the end of 1999. 



Unfair challenge by no. 4? 


We're often accused of going over me top. But many a 
doughty travel manager knows the benefit of having 
someone on your side who is prepared to kick the rest 
around in order to get the right result. 


And our distribution is impressive, with a nationwide 
network o! offices and global strength through over 4000 
locations worldwide. Critically, we possess the attitude and 
approach to ensure we score where others don't. 


Simply choosing a big name to keep things moving m the right 
direction doesn't always cut it. does it? What do you do when 
they don't seem to want to get involved' When they obviously 
fail to understand exactly what you need? Your selection 
policy can quickly leave you looking a little vulnerable. 

Portman are no 4. we're diflerenj. And we're good. This 
means that today more and more companies are putting our 
name first on the sheet when it comes to choosing an 
effective travel management service. 

We aim to be in the thick of the action when it comes to 
controlling our clients trave* spend. Of course.as me Uh’s 
largest independent, frequent bookings are very much 
routine for us. 


This lends to mean that the so-called 'star signings' cry foul 
when they learn we're on the same pitch. Because they don't 
like to lose. So perhaps it's tune to select the only player 
who can consistently take on the opposition - and beat them. 

Pick me right team. Speak lo Portman. 

Calf Lesley oi Brian on 0800 731 1627 
E-mail: lcollins9portmantravel.co.uk 
or blawler9portmantravei.co.uk 
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COMPANIES & FINANCE: THE AMERICAS 


MCI sales 
bolstered 

by data 


MEDIA US BROADCASTER BEATS EXPECTATIONS IN FIRST QUARTER 


Winter Olympics help lift CBS 


services 


By Christopher Partes 
in Los Angelas 


By Richard Waters 
in Nan York 


Soaring demand for data and 
internet services generated 
half the total sales growth at 
MCI Communications during 
the first quarter and now 
accounted for one-third of 
revenues from business cus- 
tomers, the US telecommuni- 
cations company said yester- 
day. 

The strength of the data 
business, details of which 
were published for the first 
time yesterday, was one rea- 
son behind MCl's assertion 
yesterday that it was now 
recovering from its slide in 
profits late last year. 

That decline, caused in 
part by investment in new 
local telephone facilities, 
was behind the renegotia- 
tion, and ultimate failure, 
of the company’s agreement 
to merge with British Tele- 
communications. 

"The fourth quarter of 
1997 was the low point for 
profits." said Harry Ka veins, 
chief financial officer. He 
added that the company 
believed operating earnings 
would climb during the year. 

Operating income in the 
first three months of 1998 
reached $2iim, after a loss of 
$2 77m in the preceding three 
months. However, it was 
sharply down on the S586m 
achieved in the first quarter 
last year. 

Behind the partial recov- 
ery was the growth in the 
higher-margin data business 
as well as lower costs. 

The 25 per cent jump in 
data revenues, to 4943m, rep- 
resented a slowdown from 
the 31 per cent year-on-year 
growth posted in the first 
quarter of last year. 

MCI said data revenues 
were disclosed to match the 
reporting format of World- 
Com, whose merger with 
MCI still needs regulatory 
approval. Both companies 
are due to meet European 
Union officials in two weeks 
to argue that their link-up 
does not give them a domi- 
nant position on the inter- 
net 

Selling and genera] costs 
fell to <i.5bn. a 9400m 
decline from the preceding 
three months, due chiefly to 
the absence of restructuring 
costs. 

Mr Kavetas said the com- 
pany's cost trends were 
improving, partly as a result 
of a decision to spend less on 
acquiring new customers 
and more on forging closer 
relationships with existing 
ones. 

Overall, the company's 
revenues rose 8.3 per cent, to 
85.3bn. while calling vol- 
umes rose 13.8 per cent Net 
income fell to 9101m, or 14 
cents a share, from 9295m. or 
42 cents, the previous year. 

The latest figures include 
a net loss of 7 cents a share 
from one-off items. 


Broadcast coverage of the 
winter Olympics from Japan 
helped first-quarter profits at 
CBS beat analysts' predic- 
tions and produced record 
operating results at the tele- 
vision and radio group's 
stations. 

With net earnings of $19m, 
against a $15lm loss last 
year, earnings per share of 3 
cents, compared with a 28 
cent deficit, were 1 cent 
ahead of expectations. 


Revenues rose 47 per cent 
and cash flow, expressed as 
income before interest, tax. 
depreciation and amortisa- 
tion. was almost three tunes 
higher at S27lm- 

Mel Karmazin, president, 
said the radio business, the 
biggest in the US. outper- 
formed the rest of the indus- 
try during the quarter. Cash 
flow rose 24 per .cent to 
$113m. 

Even after excluding the 
benefits of the Olympics cov- 
erage. growth at the televi- 
sion stations also outpaced 


the competition, he claimed. 
Cash flow almost doubled to 
$130m. 

The cable business was 
fiat , and the broadcast net- 
work. currently in second 
place in the ratings league, 
recovered sharply, turning 
last year’s negative cash 
flow of S46m to a positive 
$5 2m. and turning an operat- 
ing loss of into a $30m 
gain. 

The company said that 
excluding the Olympic boost, 
underlying network results 
improved thanks to better 


ratings for daytime program- 
ming, news and lower casts. 

Michael Jordan, group 
chairman, said he expected 
the television station perfor- 
mance to improve farther 
when national league foot- 
ball returned to the CBS net- 
work this year. 

However, analysts are stifll 
uncertain of the benefits of 
football to TV networks 
becanse of the extraordi- 
narily high prices paid 
recently for broadcasting 
rights. 

CBS will pay ©00m a sea- 


son for its share of coverage. 
Some analysts have 
suggested the network 
would have to increase 
advertising rates by up to 20 
per cent to make a profit, 
although it is understood 
that advertisers have 
resisted any cost increases 
above IS per cent. 

The richest deal so Ear is 
believed to be between ABC 
and the Anheuser-Busch 
beer company. 

CBS last week booked its 
first football commercials in 
a contract with Honda. 


Bidders on their guard in Brazil telecoms sale 


Wrangling over terms of bids in first stage sparks concerns over second phase, reports Jonathan Wheatley 

Brazil’s pufafic telephone networics 


T hat the difference 
between a comma and a 
full stop can cost 
months of delays and mil- 
lions of dollars in lost invest- 
ments will surprise no-one 
familiar with Brazil's laby- 
rinthine legal system. 

But for investors in its 
massive telecoms network, 
currently part of the world's 
biggest privatisation pro- 
gramme. delays in the sale 
of so-called B-band cell alar 
telephone licences offer a 
cautionary tale. As the gov- 
ernment prepares the sec- 
ond, bigger stage of the 
sell-off. important lessons 
may not have been learned. 

The B-band sale - of con- 
cessions to compete with 
existing A-band cellular ser- 
vices provided by the state 
sector - began last June, but 
ground to a bait as a string 
of bidding consortia were 
disqualified in court actions 
brought by the communica- 
tions ministry and by rival 
bidden. 

The longest-running case 
concerned Tess. a consor- 
tium led by Telia, the Swed- 
ish operator. It was disquali- 
fied on grounds which 
included expressing its win- 
ning bid in figures using 
Anglo-Saxon annotation - 
commas before thousands, 
full stop for decimal point - 
instead of the opposite sys- 
tem used in Brazil. 

The wrangling went on 
from June to March, when 
the Supreme Justice Tribu- 
nal decided lesser courts 
should have accepted that 
Tess’s bid was not a little 
more than R91.32 (US9L15). 
but a billion times that 
amount Meanwhile, licences 
for five of the 10 B-band 
areas could not be granted. 

“The judicial environment 
was not favourable," says 
Jose Barbosa Mello, a direc- 
tor at Odebrecht the Brazil- 
ian construction group 
which formed a consortium 
called Avantel with Air- 
touch, the US cellular opera- 
tor, and local partners. 

Avantel entered bids for 
eight B-band licences but 
withdrew because of the 
delays, incurring losses of 
about 910m. 

Two other international 
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consortia withdrew com- 
pletely or in part. 

Avantel was particularly 
concerned by a mandatory 
increase to winning bids of 
12.7 per cent plus inflation if 
contracts were not signed 
within 12 months of offers 
being made on April 7 last 
year. In the event. Tess’s 
contract and two others 
were signed In time to 
escape the increase, but two 
missed the rioadlinp 

In some respects the 


Meredith Persily of Pyra- 
mid Research, a telecoms 
consultancy, thinks the sale 
of the public network 
(A-band and fixed telephony) 
- expected to raise at least 
|20bn - will be less plagued 
by lawsuits: “Most delays 
were caused by consortia 
trying to get each other dis- 
qualified. They realised in 
the end they could only 
lose." 

But the ministry's plan to 
restructure the complex net- 


Significant questions 
remain unanswered. It is not 
clear, for example, if there 
will be a limit on the partici- 
pation of foreign companies, 
which were restricted to 49 
per cent of each B-band con- 
sortium. 

Potential bidders are con- 
cerned by targets which call 
for the number of fixed lines 
to double in the next three 
years and lor services to be 
extended to the smallest 
communities. Fines for non- 


Potential bidders are concerned by targets which call for the 
number of fixed lines to double in the next three years and 
for services to be extended to the smallest communities. 
Fines for non-compliance are as much as R$50m. 


they stand, nobody will bid," 
says one. 

Operators also object to 
plans to char ge 2 per cent of 
each year's revenues to con- 
sortia wishing to renew fixed 
service concessions when 
they expire in 2005. This is 
on top of a 1 per cent levy 
for a telecoms development 
fond, and what many say are 
excessive insurance require- 
ments. As a comparison, 
Argentina charges a flat 0.5 
per cent of revenues to tele- 
coms licence holders 

“Basic telephone 
operations normally net 10 
per cent of revenues," says 
Ms Persily at Pyramid. 
“Twenty per cent of that is 
just unrealistic." 


B-band sale was a success. It 
raised about R$8.5bn 
(US$7.42bn), compared with 
a target of R$5bn. and the 
ministry has been praised 
for the transparency of the 
process. Its defenders say it 
was forced to challenge Tess 
and other bidders by a law 
covering all concessions. 

But some bidders say the 
feet that the ministry was 
overruled, while also seem- 
ing reluctant to invoke the 
concessions law. sent con- 
flicting si gnals . "This is bad 
for international investors, 
and for Brazil," says one. 


work into 12 companies prior 
to sale has been challenged 
by the public prosecutor as 
unconstitutional. Other 
delays seem inevitable. Ana- 
lysts say the ministry’s time- 
table is impossibly tight: it 
plans to issue tender rules 
on May 29 and accept bids 
on July 15. 

“This time they’re selling 
companies, not concessions,” 
says Auto Rosenbaum of 
Deutsche Morgan Grenfell in 
Sdo Paulo. “It’s much more 
complicated than B-band 
and they’re trying to do it 
more quickly." 


compliance are as much as 
R950m. 

“All targets, in any privati- 
sation, ■ create doubts 
because of the technical and 
commercial complexities 
involved,” says Adolfo Rin- 
aldi of Telecom Italia, which 
is planning further invest- 
ments in Brazil after its par- 
ticipation in a consortium 
which won two B-band con- 
cessions. 

In private, potential bid- 
ders express themselves 
more strongly. 

"It is literally impossible 
to meet the targets. The way 


C oncerns over the timing 
of the sale have been 
increased by the death 
on April 19 of Sfirgio Motta, 
tile co mmuni cations minis- 
ter. 

Delays would leave opera- 
tors less time to prepare for 
competition from PCS {per- 
sonal communications ser- 
vices), the next generation of 
telephony, due to be licensed 
at the end of the decade. 

Half the operators of 
B-band services are already 
faring competition from pri- 
vatised A-band sooner than 
expected. The government 
must take care not to scare 
off more potential investors. 
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By Scott Mo r riso n In Toronto 


CanWest, the Canadian 
broadcaster, yesterday 
increased its unsolicited 
cash bid for WIC Western 
International Communica- 
tions to C$43.50 a share, or 
C$792m (US$551m) for the 65 
per cent of the company it 
does not already own. 

The offer exceeds that 
made by Shaw Communica- 
tions. the Alberta cable ser- 
vice provider, which recently 
agreed to acquire WIC for 
C$975m in cash and shares. 
The overall value of Shaw’s 


offer includes CanWesfs 35 
per cent interest in WIC, the 
Vancouver company that 
operates nine TV stations 
and 12 radio stations in 
Canada. 

Shaw's bid, which at the 
time was equal to C$4150 a 
share, improved on CanW- 
est’s initial cash offer of C$89 
a share. But given the recent 
drop In Shaw's share price, 
CanWest said its latest offer 
carried a C$2 a share 
premium. 

CanWest said it would pur- 
chase WIC's radio assets for 
CSSQQm in cash if its offer for 


WIC's shares was unsuccess- 
ful. 

WIC granted Shaw the 
right to buy its radio assets 
for C$l6Qm even if another 
company outbid Shaw in the 
battle for control of WIC. 

CanWest's revised offer is 
contingent on WIC rescind- 
ing its agreement to sell its 
radio stations to Shaw. 

CanWest will appear in 
court next week to argue 
that Shaw’s contractual 
right to acquire WIC’s radio 
assets is a move to block fur- 
ther bids by devaluing WIC’s 
assets. 
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AUTOMOTIVE FUEL 


BP granted permit to 
enter Venezuelan market 


British Petroleum is set to enter the Venezuelan automotive 
fuel market, one of Latin America's largest, after receiving its 
permit this week from the Venezuelan government. BP plans 
to operate initially 40 petrol stations aid eventually capture a 
20 pa - cert market share. Investing $250m-$350m over the 
next five years. 

The incursion in recent weeks of private petrol retaflors 
operating under their own brand names marks the end of 
state oil company PDVSA’s 22-year monopoly over the 
domestic automotive fuel market BP is the fourth foreign 
company to have obtained its permit, following Shea, Texaco 
and Mobil earlier this year. 

Venezuela's automotive fuel consumption of 12.8m cu m a 
year is the largest in South America after Brazil and the 15th 
largest worldwide. At the same time it has one of the lowest 
market penetrations, with only 1.600 petrol stations compared 
to 4,500 in Argentina, which has similar consumption. 
Raymond Cofitt, Caracas 


HOTELS 


DL) buys Hilton stake 


Hilton Hotels yesterday confirmed the sale of a block of 
shares - almost 10 per cent of the common stock - to Don- 
aldson Lufkin & Jenratte Securities for an undisclosed price. 
The shares had been held in a charitable trust of which Bar- 
ron Hilton, the group chairman. Is the sole trustee. 

Mr Hilton, who said he would retain his "significant* per- 
sonal holding, added that he sold the 24m shares in order to 
diversify tile trust's investments which had hitherto been con- 
fined only to the hotel and casino group’s own stock. Hilton 
shares eased $Vi yesterday to $31$. 

Christopher Parkas, Los Angeles 


CABLE 


@Home in Europe venture 


©Home Network, the US supplier of fast internet access tech- 
nology and services, yesterday made its first move into the 
European cable market with the formation of partnerships with 
CasTel and Palet Kabekxxn of the Netherlands. The US group 
said it was also in talks with UK cable groups about estab- 
lishing similar agreements. Discussions were also being initi- 
ated cable companies In other European countries. 

A new joint venture company, ©Home Netherlands, wfll 
develop aid market a Dutch version of ©Home’s high-speed 
cable internet connection in the Netherlands and Flemish- 
speaking parts of Belgium. Palet and CasTel have 1.4m 
households cabled - more than 20 per cent of the Dutch 
market 

In the US, ©Home supplies its service to some 100.000 
cable subscribers through agreements with cable companies. 
Six of its biggest shareholders are US cable companies, the 
largest being TCI Communications. ©Home joined Nasdaq in 
July at $10.50. The shares stood at $34 in early afternoon 
trading yesterday. Christopher Price, San Francisco 


ENTERTAINMENT 


Sony promotes music chief 


Sony, the Japanese electronics and entertainment group, has 
promoted Tommy Motto la. head of Sony Music Entertain- 
ment. one of its most successful divisions. Mr Mottoia. who 
has run the division since 1993 as president and chief operat- 
ing officer, has become president and chief executive officer. 

Under Mr Mottola, Sony Music’s revenues have almost tre- 
bled as the company has gained market share within the 
global music market and broken new acts Including Fiona 
Apple, Oasis. Jamiroquai and the Fugees. Alice Rawsthom 


INTERNET 


Lycos buys WiseWire for $40m 


Lycos, the Massachusetts-based internet company, yesterday 
announced it had acquired WiseWire, the web directory com- 
pany, in a stock deal valued at $39.75m. The move Is part of 
a 1 00-day programme during which Lycos promised to roll 
out a steady stream of enhancements to its internet search 
and service business. 

The purchase reveals Lycos's intention to rival Yahoo!, the 
leader in its field, in terms of internet search capabilities. 
WiseWire will give Lycos a combination of manual and auto- 
mated searching capabilities which it claims will eliminate the 
number of “dead links” encountered by consumers as they 
search the internet. Lycos shares rose 6.8 per cent on the 
news to $59& by early afternoon. John Labate, New York 


DRINKS 


Swette quits PepsiCo 


Brian Swette, the chief marketing officer of PepsiCo's bever- 
age division, has quit his post, according to a company 
memo. Craig Weatherup, chief executive of PepsiCo’s bever- 
age division, told employees on Wednesday that Mr Swette 
"has decided to leave Pepsi to pursue a desire to head up a 
business". Mr Swette’s departure comes at a time when 
Pepsi's Norte American business is scarcely growing. In the 
first quarter, volume rose only 2.5 per oerrt and profit was flat 
AP-DJ, Atlanta 


Airlines say seamless travel will leave no losers 

'One-ticket 1 deal between United and Delta reflects wider trend towards partnerships, writes Michael Skapinker 
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W hen you telephone 
Singapore from Chi- 
cago, how many oper- 
ating companies does your 
call go through? Probably 
six says Gerald Greenwald, 
chairman or United Airlines. 
But provided the line doesn't 
crackle, you do not care. 

Mr Greenwald argued yes- 
terday that the airline Indus- 
try should be no different. 
Airline passengers should 
not mind which carrier they 
fly with, provided it gets 
them there on time. 

That was why. he said. 
United and Delta Air Lines, 
two or the biggest airlines In 
the world, were announcing 
a global alliance, allowing 
passengers to fly with 
whichever of the carriers 
was most convenient “The 
industry has to provide a 
new level of service.” Mr 
Greenwald said. “This 
means providing seamless, 
one-ticket traveL” 


Tbe Delta-United alliance 
is part of a rapid consolida- 
tion of tbe US airline Indus- 
try, involving the country’s 
six biggest carriers. In Janu- 
ary. Northwest Airlines took 
a 14 per cent stake in Conti- 
nental Airlines. That deal 
was a blow to Delta, which 
had hoped to take over Con- 
tinental itself. 

Last week, American Air- 
lines and US Airways 
announced they were link- 
ing their frequent-flyer 
programmes, as a prelude to 
a more extensive marketing 
alliance including code- 
sharing. Code-sharing is 
when airlines sell seats on 
each other's flights. 

The alliances within the 
US mirror what the airlines 
have been doing abroad. 

Northwest has a 
long-standing alliance with 
KLM of the Netherlands. 
American has been waiting 
almost two years for Wash- 


ington and Brussels to 
approve its planned partner- 
ship with British Airways. 

Delta has an alliance with 
Swissair, Austrian Airlines 
and Sabena of Belgium. 
United last year hooked up 
with Lufthansa of Germany, 
Scandinavian Airlines Sys- 
tem, Air Canada, Thai Air- 
lines and Varig of Brazil to 
form the Star Alliance. 

Delta and United said they 
were keeping their interna- 
tional partnerships out of 
their new US-only alliance, 
at least for the time being. 
And while their alliance will 
include flights outside the 
US, they will not cooperate 
in Europe. 

The airlines clearly have 
little stomach for a clash 
with Karel Van Miert, the 
European Union’s combative 
competition commissioner. 

Mr Greenwald and Leo. 
Muffin, Delta’s chief execu- 
tive. argued yesterday that 


there were no losers in their 
alliance. 

Consumers would benefit 
because the two airlines 
would be able to offer many 
more destinations. Tbe two 
airlines did not plan to apply 
for anti-trust immunity from 
the US government, which 
meant they would still have 
to compete with one another 
on feres. 

Employees would gain, 
because there would be no 
job losses. And shareholders 
would gain, because each 
airline's revenues would 
increase by $300m ann ually. 


C an there really be no 
losers? A recent survey 
by the international Air 
Transport Association found 
that while passengers were 
sometimes confused by code- 
sharing, 75 per cent thought 
it would help them in the 

long term. 

. The experience of other 


alliances shows that reve- 
nues do Increase, but that 
the real benefits come when 
airlines get together to cut 
costs, shed jobs and share 
aircraft and staff. United and 
Delta do not envisage joint 
cost-cutting initiatives, so 
employees should do better 
than shareholders. As Unit- 
ed's staff own 55 per cent of 
the company, this might not 
matter to them. 

But the two airlines still 
appeared nervous that not 
everyone will see things 
their way. 

The pilots' unions of both 
airlines have the right to 
veto the deal. And while Mr 
Muffin said the affiance did 
not require US government 
approval, both sides clearly 
expect Washington to have 
its say. 

“If this gets debated on 
superficial one-liners, then 
we are going to have a prob- 
lem." Mr Greenwald said. 
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I^MM UN . CAT.ONS ALLIANCE BET W EEN R WE, VEBA AND BELLSOUTH REQUIRES APPROVAL FROM UKGR0UP_ 

V odafone yet to decide on US-German deal 


By Lucy Smy in Bonn 
and Alan Cane in London 

RWE and Veba, the German 
utilities that are joint own- 
ers of o.tel.o. the new fixed 
wire telecommunications 
operator. yesterday 
announced a deal under 
which BellSouth, the US 
regional telecoms operator, 
would acquire a stake in 
o.tel.o. The three companies 
had been negotiating for 
almost a year. 

The deal will provide 
o.tel.o with a large and expe- 
rienced partner to Oil the 


gap left by the withdrawal 
last year of the UK company. 
Cable and Wireless, from an 
alliance with Veba. 

Atlanta-based BellSouth 
expects to benefit through 
accelerated expansion of Its 
international operations. 

However, the financial 
structure of the deal wt<*an« 
that the consent of the UK 
mobile operator Vodafone 
must be obtained, because it 
requires a share swap 
involving another German 
company. El-Plus, the coun- 
try's third largest mobile 
phone operator. 


The plan Is for BellSouth 
to transfer its 215 per cent 
stake in E-Plus to o.teLo r giv- 
ing the US operator a 15.5 
per cent stake in the Ger- 
man fixed-line operator. 
O.teLo. which already owns 
60.25 per cent of B-Plus. 
would have 82.75 per cent of 
the company. 

Vodafone, which holds the 
remaining 17.25 per cent of 
E-Plus and has a veto on the 
deal, said yesterday that it 
was talking to RWE and 
Veba but that no decision 
had been reached. The Ger- 
man partners said they did 


not expect a decision from 
Vodafone until the summer. 

if .Vodafone’s approval is 
not forthcoming, BellSouth 
plans a cash purchase of 10 
per cent of o.teLo for an 
undisclosed price. 

Ulrich Hartmann, Veba 
chief executive, was yester- 
day upbeat about the link, 
saying: “Partnering with 
BellSouth will bring o.teLo a 
decisive step forward." He 

praised the US company’s 

“exceptional technological 
expertise and rts far-reach- 
ing marketing savvy”. 

• Viag Interkom, the Ger- 


man, British and Norwegian 
telecoms venture, yesterday 
announced it would launch 
its fixed wire telecoms ser- 
vice in Germany tomorow. 
Called ’Ton-service", it has 
doubled its estimated cus- 
tomer forecast from 90,000 to 
180.000 this year. 

The company has also 
given details erf a discount 
scheme for private custom- 
ers called "friends and com- 
pany". The scheme will give 
a 15 per cent discount on 
calls to 15 most used num- 
bers including five foreign 

numbers. 


Viag Interkom, owned by 
Germany's Viag, British 
Telecommunications and 
Telenor of Norway, plans to 
launch a mobile telephone 
service in Germany in the 
autumn. This would compete 
against Deutsche Telekom’s 
Dl. Mannesman’s D2, and 
E-Plus. 

The operator is one of a 
number of new German 
fixed wire telecoms compa- 
nies that had to wait until 
the German telecoms market 
was liberalised at the start of 
the year to launch a public 
switched voice service. 


* Bayer 
increase 
beats 
forecasts 

By Graham Bowley hi Frankfurt 


Bayer, the German chemical 
and drugs group, yesterday 
beat market expectations 
when it reported a 21 per 
cent increase in net income, 
to DM864m ($482m) in the 
first quarter. 

Shares in Bayer rose DM2 
jj to DM79.80, after the com- 
pany said sales increased to 
DM1 .5 bn. up 8 per cent on 
the same period a year ago. 

However, the company 
warned that the Asian crisis 
had triggered a 4 per cent 
decline in sales in the 
region. “We. too, felt the 
effects of the financial turbu- 
lence and slower economic 
growth in the Far East,” said 
Manfred Schneider, chief 
executive. 

Mr Schneider reiterated 
Bayer's goal of raising both 
sales and earnings by at 
leari 4 per cent this year. 
Analysts said the group was 
being cautious, and that the 
actual growth rates could be 
much larger. 

“Bayer's growth is likely 
to slow in the second half of 
this year but they are being 
a cautious, probably because 
of Asia." said Martin Wirth. 
analyst at Bank Julius Baer 
in Frankfurt 

Bayer said the stronger 
results in the first quarter 
were due to- "a sustained 
high level of demand and 
positive currency move- 
ments". Pre-tax income rose 
20 per cent to DM1.5bn. 

The group had earlier 
reported that sales last year 
increased 13 per cent to 
DM55bn. Operating income 
last year rose 20 per cent to 
DM5.4bn, in spite of intense 
competitive price pressures 
that cost Bayer DMl.4bn in 
sales revenues. 

Mr Schneider stressed the 
group's main focus would be 
to expand its life sciences 
activities. It plans to invest 
70 per cent of its DM4.1bn 
research and development 
A budget in healthcare and 
' ® agriculture this year. 

Bayer's success is in con- 
trast to the pattern at 
Hoechst. the rival German 
chemical and pharmaceuti- 
cal company, which Is trans- 
forming itself into a purely 
life sciences company. 

The reorganisation at 
Hoechst has depressed prof- 
its, and there are doubts 
about the profitability of its 
drugs division, HMR. 


Austrian banks struggle to differ 


ByWBUam HaH 
hi Zurich 


Bank Austria and Erste 
Bank, Austria's two biggest 
banks, are shaping up for a 
fight to become the blue-chip 
stock of the country's bank- 
ing sector. The stakes are 
high, in terms of the poten- 
tial re-rating of the winner, 
and the task is challenging' 
the skills of both banks' 
investor relations teams, as 
both share similar ambi- 
tions. 

Both have promised to 
double their earnings over 
the next three to four years 
to SchSO a share, raise their 
return on equity to 12 per 
cent and cut their cost-to- in- 
come ratio to 65 per cent. 

Bank Austria, which is 
more than twice the size of 
Erste Bank , is emphasising 
its headstart in central and 
eastern Europe, which 
should soon be contributing 
20 per cent of its profits, 
while Erste Bank's ambition 
is to be the leading "supra- 
regional retail bank in cen- 
tral Europe" and Austria’s 
most profitable banking con- 
cern. 

Bank Austria, which 
released its final 1997 results 
yesterday, believes there is 
no contest Last year it cut 
its cost-income ratio from 
70.2 per cent to 67.8 per cent 
and raised its return on 


equity from 8.32 per cent to 
10.8 per cent Since the real 
cost savings from last year's 
acquisition of Creditanstalt 
Austria’s second biggest 
bank, have hardly started 
flowing, its target of achiev- 
ing a 12 per cent return an 
equity by 2001 looks exces- 
sively cautious. 

By contrast Erste Bank's 
first results since its acquisi- 
tion of GiroCredit Austria’s 
fourth biggest bank, are less 
impressive. It did not have 
Bank Austria’s advantage of 
being able to sell off bits of 
Creditanstalt's non-core 
business to cushion its need 
to take SchL4bn (Slllm) of 
extra provisions to clean up 
its loan book. 

Its net profit after special 
provisions and merger- 
related costs, fell 84 per cent 
to Sch229m. Before the extra 
provisions, however, it rose 
17 per cent to ScbL7bn, and 
on this basis the bank 
increased its return on 
equity from 8£ per cent to 
9.7 per cent 

Erste's cost-income ratio 
rose from 7L5 per cent to 
73.5 per cent, and its cost- 
cutting potential in this 
area, combined with its 
highly in centi vised manage- 
ment, has led analysts to 
believe that Erste’s profits 
will grow more quickly than 
those of Bank Austria. 

Erste Bank also lagged 


behind Bank Austria in 
revenue growth. Operating 
come fell 1.5 per cent, 
to Schl5J3bn, in 1997, while 
Bank Austria’s income rose 
4 L2 per cent, to Sch4i.5bn- 

Gerhard Randa, Rank Aus- 
tria chief executive, says his 
group's business grew twice 
as fast as the market last 
year and that Creditanstalt 
not only held on to its cus- 
tomer base, but added corpo- 
rate customers. In the first 
quarter of 1998 Bank Aus- 
tria's operating income rose 
6.9 per cent, while Erste 
Bank's income rose 7.7 per 
cent. 

The decline in Rank Aus- 
tria’s loan-loss provisions 
from L0 per cent of the loan 
portfolio in 1995 to 0.61 
per cent in 1997 is another 
reason for its superior per- 
formance over its smaller 
rival. 

Erste Bank, whose shares 
are up by nearly a third 
since its stock market debut 
last December, is selling on 
18 times *1998 consensus 
earnings, while Bank Aus- 
tria, whose shares are up 
over 50 per cent this year, 
are trading on 17 times esti- 
mated earnings. 

Erste Bank has already 
simplified its capital struc- 
ture and Bank Austria 
should have a single share 
by the summer. The free- 
float in the shares of both 



Gerhard Randa: Bank Austria grew twice as fast as market 


banks has been substantially 
increased and both banks 
boast strong savings bank 
connections. 

The biggest challenge for 


on their international 
investor roadshows, is to 
convince international inves- 
tors that they have less in 
common than first meets the 


both banks, as they set off eye. 


Hapag 

volume 


By Charies Batchelor, 

Transport Correspondent .- 

Hapag'-Lloyd, the German 
shipping and tourism group 
is looking to expand the 
volumes handled by its 
container shipping business 
by 27 per cent this year. 

However, the group said 
yesterday that the turmoil in 
the Asian economies meant 
there was unlikely to be 
any increase in container 
profits. 

The company, acquired 
last September by Preussag, 
the German conglomerate, 
expects to increase the num- 
ber of standard-sized con- 
tainers shipped by 300,000 to 
,.4m by Increasing capacity 
on routes within Asia and 
across the Pacific. 

However, the imbalance 
between shipments to Asia, 
which have fallen, and ship- 
ments from Asia, which 


seeks shipping 
growth of 27% 


have risen as local curren- 
cies have devalued, made it 
difficult for container lines 
to increase profits, said 
GOnther Casjens. director. 

Hapag expects operating 
profits from container ship- 
ping to “match" last year's 
DM85m ($47.4m) - up from 
DM48m the year before - 
when freight rates, 
expressed in US dollars, fell 
by between 7 per cent and 14 
per cent. A farther fall is 
expected this year. 

The number of “boxes" 
handled in the first quarter 
of 1998 rose 23 per cent, fol- 
lowing a 12 per cent rise in 
the whole of 1997. 

Container shipping 
accounted for DM2.8bn of 
sales in the year ended 
December, or 55 per cent of 
the group totaL 

Hapag plans to order four 
new 4,800-container vessels 
in the next few weeks and 


plans total container ship- 
ping spending of DM12bn, 
half on ships, over the next 
five years. 

Total pre-tax profits rose 
35 per cent to DM185m last 
year on turnover up 12 per 
cent to DM5bn. The dividend 
rose from DM18 to DM20. 

Tourism contributed 
DM1 75m to operating profits, 
compared with DM180m last 
time. The business 
accounted for 38 per cent of 
turnover. 

Hapag plans to increase its 
holding in TUI, the largest 
European tour operator, 
from 30 per cent to just over 
50 per cent by September at 
a cost of about DM500m. 

Preussag, whose takeover 
of Hapag was cleared by the 
German cartel authority in 
March, plans to reduce its 
holding from 992 per cent to 
just over 50 per cent through 
a share placing. 


Usinor to take 
stake in Italian 
steel mill 


7 5 


-3 


3 






FOR 75 YEARS, 
WE'VE TAKEN 
GOOD IDEAS 

AND MADE 

THEM GO A 

long distance. 



When a Tampa-based management 
team formed one of the first competi- 
tive local exchange carriers (CLEC), 
they needed equally innovative 
financing to back their plan. Bear 
Stearns crafted the IPO, then kepi 
going, delivering fifteen different 
financings in five yean, each customized 
tt> meet our client's specific needs at 
that stage of their growth cycle. Today 
they're one of the country's largest 
providers of bundled communications 
services to business customers. 

This is just another example of how 
Bear Steams uses a inin g-edge advice 
and financing to build companies. 

More importantly, it's how we've been 
building long-term relationships 
for 75 years. 


BEAR 

STEARNS 


Steams a Co. Inc.. 245 Park Auenur, Nw 'fork. h!Y 10167 


By David Owen In Paris 

Usinor, the French steel- 
maker. is poised to reinforce 
further its presence in Italy 
by taking a stake in Arvedi. 
a local mini-null. 

The planned deal In asso- 
ciation with Lucchini, 
another Italian steelmaker. 
Is the second important 
move in the country 
announced by the company 
in little more than a month. 

In March. Usinor said it 
was acquiring from Lucchini 
the 51 per cent of Lutrlx it 
did not already own. Lutrix 
holds nearly all the capital 
of La Magona d 'Italia, an 
important participant in the 
transformation of fiat carbon 
steel products in Italy with 
annual turnover of about 
$4 70m. 

Under the more recent 
project. Usinor would take a 
40 per cent stake in Finar- 
vedi, the Arvedi group bold- 
ing company, with the 
remaining 60 per cent taken 
by a new company owned 
equally by Lucchini and the 
current Finarvedi sharehold- 
ers. Financial details were 
not disclosed. 


Arvedi produces about 
850,000 tonnes a year of flat 
carbon steel. Its turnover 
last year totalled about 

Ll,000bn (|564m). 

Terence Sinclair, an ana- 
lyst with Salomon Smith 
Barney in London, said yes- 
terday the move would give 
Usinor the opportunity to 
explore mini mill technol- 
ogy. But, he emphasised, the 
planned deal was also “a 
vote in Italy. I give as much 
emphasis to Italy as the 
technology." he said. 

Earlier this year, Usinor 
reported a 37 per cent 
advance in annual profits 
from FFrl.5bn to FFrt.lbn 
(8349m) after a year in which 
it lost the contest for Spain's 
Aceralia but brought Unimfe- 
tal, its problem unit, to the 
verge of break-even. 

It has expressed interest in 
forming a possible partner- 
ship with Cockerill Sambre 
should the Belgian group 
decide to forge an alliance. 

Francis Mer, chairman, 
has said the group is not 
seeking just “to add tonnage 
to tonnage", but to identify 
opportunities to capitalise 
further on its strengths. 


Government to 
rescue Postabank 


By fester Eddy m Budapest 

The Hungarian government 
wifi step in to rescue the 
ailing Postabank, because of 
a delay in an alternative 
plan by a UK investment 
bank. 

The government said yes- 
terday it would provide a 
cash injection of Ft24bn to 
recapitalise the bank, the 
country’s fourth largest with 
assets Ft388bu (81 .Sbn). 

It said the move was nec- 
essary because Singer & 
Friedlander of the UK had 
not supplied documents from 
its own regulators. 

Negotiations have been 
under way for some weeks 
between S&F and the Hun- 
garian authorities on a com- 
plicated deal to provide cash 
for Postabank which 
involves the sale of Russian 
state debt owed to Hungary 
from the communist era. 

A trust set up on behalf of 
clients by S&F in the Isle of 


Man was to buy $30Qm of the 
debt at a 50-60 per cent dis- 
count, with payment not due 
for two years. 

The funds would, in the 
meantime, sell on the debt 
for $!00m to Russian gas 
monopoly Gazprom, which 
would use it to pay off back 
taxes to the Russian minis- 
try of finance. 

The SlOQm in cash held by 
the funds would be used to 
bolster Postabank, giving 
the trust stakes In the bank, 
which would be sold on to a 
strategic investor in the sec- 
ond half of the year. 

Elemer Kiss, government 
spokesman, said yesterday 
S&F could still take a stake 
in the bank if it provided the 
documents in the near 
future. 

Victor Segal, Singer & 
Friedlander international 
director, said he had not 
been informed of the Hun- 
garian government's deci- 
sion. 


NEWS DIGEST 

HEALTHCARE 


UK minister blocks 
Fresenius, Caremark deal 

An ambitious expansion programme at Fresenius, the 
German healthcare and medical equipment group, hit a 
snag yesterday when the UK government blocked its take- 
over of the UK operations of Caremark, the patient home- 
care business. Nigel Griffiths, the competition and con- 
sumer affairs minister, said he had accepted the 
recommendations of the Monopolies and Mergers Commis- 
sion that the deal, announced last August, should be 
blocked. 

The MMC found that Fresenius and Caremark together 
would account for more than 80 per cent of the market for 
homecare in parenteral - or non-alimentary c anal - nutri- 
tion. Fresenius’ Homecare division in the UK yesterday 

expressed dismay at the minister's decision. 

Carol Withenshaw, director, said: "With the purchase of 
Caremark's businesses completed in the Netherlands, Ger- 
many, Canada and France, we are naturally disappointed 
that the minister has accepted the MMC’s recommendation 
that the proposed UK merger should not go ahead." 

Marie Mulligan 


HOUSEHOLD GOODS 

Moulinex optimistic 

Moulinex, the French household appliances group, has 
indicated It expects to unveil doubled operating profits for 
the year to March 1998. confirming its recovery. The com- 
pany said its provisional operating result “could reach 
about FFr320m" ($53m), against FFrlGOm in 1996-97. It put 
its 1997-98 turnover at FFr8.03bn, up from FFr7.75bn. Sec- 
ond-half activity bad been good everywhere except Ger- 
many. “where the market remains difficult". 

The group last year returned to the black after five years 
of losses, reporting a small net attributable profit of 
FFr29m. The tumround followed a painful restructuring 
plan. David Owen, Paris 


FOOTBALL 

Lazio shares in heavy demand 

The first public share offer by an Italian Seria A (premier 
league) soccer club was heavily subscribed, with heavy 
demand for Lazio shares from both small savers and tens 
as well as Italian and foreign institutional investors. A 
total of 20m shares priced at L5.900 each were on offer, 
raising L118bn ($67m) for the Rome club that last night 
won the I talian cup against AC Milad soon after its share 
offer closed. 

The offer for small investors involving a total of 5m 
shares was more than 10 times subscribed, while the offer 
reserved for institutions involving 15m shares was more 
than five times subscribed. The shares will make their 
debut on the Milan stock exchange on 6 May. 

Paul Betts, Milan 


GENERALE DE BANQUE 

Board to meet on Fortis link 

The board of Generate de Banque, Belgium's biggest bank, 
will gather on Monday for what could be a decisive meet- 
ing on plans for a link with Fortis. the Belgo-Dutch finan- 
cial services group. Directors met this week for a report on 
the progress of talks with Fortis, and contacts with other 
potential partners, and agreed to reconvene on Monday - a 
week earlier than the previously scheduled next meeting 
on May 12. 

Directors are understood to have agreed yesterday that 
Fortis should not have access to Generate de Banque's 
books until an agreement is reached. 

The bank's main shareholders, Soctete Generate de Bel- 
gique - controlled by France’s Suez Lyonnaise des Eaux - 
are pushing bard for a merger of Generate de Banque and 
the banking interests of Fortis. But the bank's manage- 
ment are known to have a number of reservations about 
the plans. Neil Buckley. Brussels 


BENCKISER 

NOTICE OF THE ANNUAL GENERAL 
MEETING OF SHAREHOLDERS 


Noace it hereby riven of (he Annual General Meeting of Shareholders I the ‘Annual 
Mretmg'l of Batcfcurr N V nhc TTunvany'! which will he held U l-i.UOpm oo Tuesday, 
May I h. 19U6. at bfcmwi Head. Sctuphol BoukMnl l"l, 1118 BQ Schiftol Anpcat. die 
Netherlands. 

The agenda for ihe Annual Meeting. ctnrUciavg [srjrwjh made by ihc Supcrvnory Board 
and (he Mmaftaem board, faflpww 

I. Opening I 7 the Chsrrman of the Super* isoijr Bunt. 

— Report of (he Mjngrmcm Board on (he course of (he Company's business arkl ihr 
condua of dt affaire during, and iOc annual accwnui for. (he fircal year coded 
Dei ember 31. IW (-fiscal IWt 

3. Report of (be Supervisory Bond on ihe annual vcouou for iiical 1997. including 
reacnon 10 die Recertanend a t i cos of die CUch Committee rxt Cxuponuc Covmtanca 

<1. AmaaJ acctaimt he filed 1407 

a. Proposal 10 adopt ihc annul accounts lor fiteal 1997. ndwhqg allocation of profits 

10 r eser ve as determined by die Supervisory Board and approval 10 prepare die 
etui tni and future Company's annual accounts, as well aa repons of Ihe 
Management Boanl and (he Supertliix) Boanl in Ihc EngMr language 

h. Proposal IP ajpnrve die ma n a geme nt performed by Ihe Managcmere Board and Ihe 
ttpemsson performed by the Supervisory Board during fiscal IW. mefudmg 
discharge from liabilil) m respect of Ihe ercrcue of dteir dates ifcmng focal I W7. 

S. P ropo sa l vy sc the mmher of mahm nf the Supmwn Board a seven, bp approve 
the c om p e ns ation of (be member, of ihr Supervisory Boanl and k> appcbti men 
pmm as aemKn of the Supervisory Bond fee a one-year term 

ti. Proposal 10 aftpemr the registered aeroumani of Sic Company. 

7. Propo sa l 10 coend die authority of Ihe Maatagcrnerl Boon) 10 repurchase shares of the 
Cornpany’s share capual lor a period of 18 muni* fatal November 26. IWl 


0. AJjnsnmed. 

Copies or Hi: nmol acrarts for Ihcal IW. die report of ibe Supervisory Board, the report 
of die Mutagenem Board, die Lst of nomnees fur die vacancies on die Supervisory Bond 
and dr Informal iOT » dtc bidden of rygotanl start can he nhured free of charge by 

ahaieholdm sal others nnnlnl to mend she mceong and dteir re pr tse r aan orr at the offices 
or die Company « WTC AA Sthlphol Boulevard 229. 1 1 IK BHSehJphal Apport. Ihe 
Netherlands. M ABN AMRO Bank NV. Hotngntchl S9S. IU17 CE Amsterdam. ihc 
Neihedimk. and « Mnrpm Gtumy Tnau Compare or New Yori, 00 WUI Siren. 36th 
Floor. New Yurt. New YmV HCMUXIML l'.S.A_ from die ifcle hereof util ihe cine of pro 
Annin! 

H 0 M 01 of bearer stares, who wish 10 atsoid Ihe trexung a Who wish Co be represented 11 
ihr i mani g. are required ic drjwvu (heir proof nf ownership al ABN AMRO Bath N.V„ 
Hodipadir 5*fS. IW? CE Amsterdam, die Nedsolaiklit. nor laler Ihao May 2t», 1 90S, in 
euhasiff far wtnrh a receipt will be lamed which haMo be shown at ihc Asian! Meeting. 
HsUero of bearer shares who arith w he iqavicnied u dr rareiing b> pros >. he furthermore 
required <0 inform ABN .AMRO Bad. N.V. of dr name of drerr repreonadvr, noi her than 
May IWW. 

A proxy «dcmad. logaher with an attendance form and form of prtn>. hart bca lulled n 
rq lc Tcrctl sharchoVfcrv or or aboul May 1. 1998. Rcgi^em) shircJmldcn wishing » cicreree 
dmshsrehokkrnghR. etdter m [won or by prnrj. are r«t u i' cJ » complete, apt eal aend 
the aKcndanx fum or prosy card, inch that Ihc atlmibncc form or proxy cud will be 
•s-emved by no later than S. 0 t< ism. iNcw Y«t viroeton May 20. I9M si dm vlfiss of 
Morgan GsOnnv Tran Company or New Ynri. P.O. Bos ‘JJItf, Boston. Ma n adrocm. 
0H0S-99JH. U-SjA. i I hr Inarrfcr Ajxnl of MCh dtumi RepMcred aharchofdcri may only 
fir ms iherr ihxebiddcr rights for ihc durev reg barred a Their name on Ihc das or die 
IKCMg. 

Registered holderv of type II sharer, as referred u> in Anirlr S_*S (ill if dr Antrim of 
s u i Miis ate ( Biuiiud in stale die serial i ssn fgv of d* share certificates at Ihe mnhare 

ham dr pasty canL 

The Compuiy will aend a end of admwsmn w registered dundiuldert 1 
notified The company of then intention hi attend tit Annual Meeting 


r prepcHy 


The Management Board 

ScJerbol 
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Hambros agrees £428m bid from Investec 


COMMENT 


By Georgs Graham in London 
and Victor Maltot in 
Johanne sb urg 


Investec, the fast-growing 
South African financial ser- 
vices group, yesterday- 
launched a £428m ($715m> 
agreed bid for Hambros, 
drawing down the curtain on 
the once illustrious mer- 
chant banking company. 

The bid will give Investec 
Hambros' stakes in two fund 
management companies, a 
private equity business, a 
varied collection of invest- 
ment stakes and more than 


£200 m of net cash. Earlier 
this month Investec agreed 
to pay £95m for Guinness 
Mahon, another UK mer- 
chant bank. 

Sir Chips Keswick, 
Hambros chairman, said: 
"We felt it was in our share- 
holders' interests to try to do 
a wrap-up deal. Certainty 
and a fair price now seemed 
to us better than a prolonged 
liquidation.” 

. Hambros has already sold 
its banking business and 
announced plans to demerge 
its 52 per cent stake in 
Hambro Countrywide, the 


estate agent. The bid also 
excludes a 52 per cent stake 
in Hambro Insurance Ser- 
vices, which may be sold to 
another buyer or distributed 
to shareholders. Investec is 
offering I85p a share In cash. 
The HIS stake is worth £37m 
and the Countrywide hold- 
ing £244m, giving Hambros 
shareholders a total of 306p a 
share. The shares rose 12'/*p 
yesterday to 292Vip. 

The South African com- 
pany was one of the unsuc- 
cessful bidders for Hambros' 
banking business, but 
believes the asset manage- 


ment and private equity 
arms will fit well with its 
pvtedng businesses. 

“What we do In London is 
starting to mirror what we 
do in South Africa,” said 
Stephen Koseff. Investec 
chief executive. He says the 
group needs to expand 
abroad to compete effec- 
tively against the 70 foreign 
banks which have opened 
offices in Johannesburg. 

In asset management, 
Investec will be one of South 
Africa's most prominent 
groups, with Hambros added 
to its existing private client 


operations in the US, Israel 

and the UK. 

Bernard Kantor. head of 
Investec's London oper- 
ations, said it was happy to 
hold on to the investment 
portfolio, which includes 
Coraey & Barrow, the wine 
merchant, and Hunters & 
Franks u, the cigar trader. 

The deal sets up a confron- 
tation over Guinness Flight 
Hambro, the fund manage- 
meet company. Investec 
already owns 44 per cent 
through its purchase of 
Guinness Mahon, and 
Hambros brings it another 


44 per emit. But the compa- 
ny’s management, led by 
Tim Guinness, has rebuffed 
Investec and is seeking 
another buyer. 

Investec, prohibited by- 
South African exchange con- 
trol regulations from send- 
ing more than R50m ($i0ml 
out of South Africa for the 
deal, said it had financed the 
acquisition in various ways. 
“It’s a mixture of money." 
said Mr Koseff. “We’ve done 
some equity placements 
internationally, we have 
some of our own resources, 
and we’ve borrowed a bit." 


Scotia 


Scotia signs 
yoghurt deal 
with Unigate 


Allied Domecq avoids pub talk 


By John Wffiman 


By Daniel Green and 
Maggie Uny 


Scotia, the UK biotechnology 
company, has signed an 
agreement with Unigate, the 
dairy group, to put its Oiibra 
diet additive into yoghurts 
and desserts. 

In a wide-ranging redirec- 
tion of the company follow- 
ing the appointment of Rob- 
ert Dow as chief executive in 
January. Scotia also said it 
was concentrating on just 
three businesses and sus- 
pending work on most of its 
drugs in development. 

Scotia shares closed up 
36Vip at 376‘/»p. 

Oiibra appears to lengthen 
a sensation of fullness that 
follows eating food. Dr Dow 
emphasised that it differed 
from pharmaceutical appe- 
tite suppressants, which 
worked without food being 
eaten. 

Unigate said it aimed to 
have yoghurts and desserts 
incorporating Oiibra on sale 
in 18 months. 

Unigate has the rights to 
market the yoghurt and des- 
serts in France, Italy and 
Ireland, but Just the desserts 
In the UK. Contractual 
details have yet to be finali- 
sed. 

The UK yoghurt rights 
rest with Sweden's Skaane- 
mejerier. which has been 
test-marketing the product 
in southern Sweden, where 
it has taken 2 per cent of the 
market. 

It is now being sold in the 


UK. and Scotia expects to 
sell 1.000 tonnes this year, 
with revenues to Scotia of 
£700 (S1.17bn> per tonne. 

Scotia said yoghurt sales 
in the world's 10 biggest 
markets totalled 6L2m tonnes 
a year, and that it was 
t alking to potential partners 
in eight or those 10 markets. 

Scotia’s two other busi- 
nesses were nutrition - 
largely dietary supplements 
- and pharmaceuticals. 

Pharmaceuticals would 
remain the core of the com- 
pany, said Dr Dow. It would 
concentrate on cancer drugs. 

The company plans to file 
for regulatory approval of a 
photodynamic therapy called 
Foscan - which sensitises 
tumours for destruction by a 
beam of light - simulta- 
neously in the US and 
Europe in the second quarter 
of 1999. 

Most of the other develop-' , 
ment programmes are now 
for sale. 

The reorganisation has 
reduced a planned research I 
and development budget of '■ 
£30m for 1998 to £23m. only ! 
marginally higher than last 
year’s. 

In conjunction with £50m 
raised through a convertible 
bond issue, this should give 
the company sufficient cash 
reserves for three years, said 
Michael Lawther, finance 
director. 

Profits from the Oiibra 
and nutritional activities 
would be ploughed back into 
cancer drug research. 


Allied Domecq. the spirits 
and pubs group, is continu- 
ing to explore opportunities 
to join forces with other 
drinks groups “with persis- 
tence and objectivity". Sir 
Christopher Hogg, chairman, 
said yesterday. 

The group stiU believed 
consolidation in the drinks 
industry was inevitable, par- 
ticularly after the merger of 
G uinn ess and Grand Metro- 
politan last year to form 
Diageo, which has more than 
twice the spirits sales of 
Allied. 

But Sir Christopher said it 
was a complex challenge to 
identify a deal which would 
succeed in adding value for 
shareholders. He was deter- 
mined not to “marry in 
haste and repent at leisure". 

The Allied chairman said 
demerger remained an 
option - the board was 


“open-minded and wholly 
pragmatic" on the issue. 

However, he refused to 
comment on press reports of 
approaches for the group's 
pubs and drinks businesses. 
The priority was to improve 
the business performance of 
the business. 

His comments came as 
Allied announced pre-tax 
profits up from £3 17m to 
£3 18m t$53imj for the six 
months to February 28, 
ahead of market expecta- 
tions. 

However, the shares fell 6p 
to 6l5p amid disappointment 
over the absence of news on 
any deal almost a year after 
the announcement of the 
Diageo merger. 

Group turnover fell almost 
5 per cent to £2-2lbn 
(£2-32bn). Currency move- 
ments reduced pre-tax prof- 
its by £35 m, a figure which 
is expected to climb to £55m 
for the full-year. 



As shareholders In British Holdings 

Biotech debate whether to 
oust Its chief executive, Sco- 
tia Holdings provides an : 

interesting comparison. 

David Horrobtn, its scientist- n 

founder, resigned in early -1. — 

December. While the need for I 

a more commercially ori- ^ \ h I 

ented leader was recognised. J l H 

the loss of a creative force jM“" L J 

had its risks and the shares m l v \ v ■ 

slipped a few per cent Since f X f 

then they have yo-yoed in J Li 

typical biotech fashion, with 250 - 

the bad news - a drug Ol 1 — j 

blocked - outweighing the 08197 tm s? 
good. While it is tOO SOOn tO SmteOnammM 
describe a company that 

loses more than it sells as a “normal pic", Scotia yesterday 
showed It had at least shifted gear commercially. Its 
beefed-up management team has refocused the drug portfo- 
lio, enlisted partners to develop its diet-aiding yoghurt, and 
cut costs. Some of this medicine might go down well at 
British Biotech. Graduating from tbe entrepreneurial-scien- 
tific phase is bound to be painful for UK biotech companies. 
Even the relatively strong Chiroscience has trod water since 
its founder left a year ago. But that is better than most in a 
sector where realism has displaced hype. 



Sir Christopher 1 not one to 'marry In I 


Fergus WiUe 


Brit Biotech directors could face 
US lawsuits over marimastat claims 


Energy Group 

PacifiCorp is right finally to walk away from Energy Group. 
Although it has pursued the company for nearly a year at 
immense cost, its self-restraint in not overpaying is admira- 
ble. How Texas Utilities - which lacks PadfiCorp’s syner- 
gies - w>n see value at this level remains unfathomable. 

Tbe Takeover Panel's decision to suspend Day 46 was 
sensible In that it averted a possible, if unlikely, last minute 
scramble. But the auction mechanism employed by the 
Panel to resolve the deadlock - “reference bids" - has given 
a green light to a controversial tactic that could in future 
contests compromise shareholders' interests. Under this 
type of bid, companies can put in a lowish offer but promise 
to outbid any rivals up to a certain maximum price. Such a 
tactic could backfire: a rival could buy shares in the market, 
then make its own bid just below the announced ceiling 
maximum price, triggering an automatic increase in the first 
hid and hence making a fat profit. More likely, though, a 
reference bid would scare rivals off completely, meaning the 
target got snapped up on the cheap. 


By Jonathan Guthrie 


British Biotech confirmed 
yesterday that one or more 
of its directors could face 
civil lawsuits In the US 
brought by the Securities 
and Exchange Commission. 
The markets watchdog has 
been investigating whether 
press releases issued in 1995 
and 1996 were over-optimis- 
tic about the prospects for 
the anti-cancer drug mari- 
mastat. 

Katie Arber, bead of corpo- 


rate communications at Brit- 
ish Biotech said: “The advice 
we have received from our 
lawyers is that there is no 
basis for a case, because the 
company has not violated 
any US securities laws." 

She said that the SEC did 
not have to give detailed rea- 
sons for an investigation. 
However, she understood the 
SEC's concerns related to 
“ claims we made on the use 
of cancer antigens". 

The company had been 
attempting to use antigens, 


proteins produced in the 
body of some cancer suffer- 
ers. to measure the efficacy 
of marimas tat. At least one 
release reported that the 
rate of antigen production 
bad fallen in patients taking 
marimastat, suggesting the 
treatment was effective. 

By measuring antigen pro- 
duction in phase Q efficacy 
and safety trials, the com- 
pany hived' to identify the 
correct dosage for use in 
phase m pivotal trials, 
which are now under way. 


Dr Andrew Millar, the 
sacked head of clinical 
research at British Biotech, 
yesterday reiterated calls for 
an emergency review of 
phase in trials on pancreatic 
cancer. 

He claimed the trials had 
become a matter of public 
Interest following extensive 
media coverage. This has 
been prompted by his cam- 
paign to oust Keith McCul- 
lagh, British Biotech chief 
executive, and change the 
strategy of the company. 


Stagecoach 
seeks £161m for 
expansion plans 


By Jonathan Ford and 
James Buxton 


Texas finds the right formula for successful bid for Energy 


Clay Harris looks at how takeover battles may change as a result of the tactics employed in the struggle for the UK group 


G oldman Sachs, financial 
adviser to PacifiCorp, 
the loser in the battle 
for Energy Group, said yes- 
terday that formula bids 
could change takeover tac- 
tics in the UK. 

Future bidders might use 
formula offers - conditional 
on the level of competing 
ones - from the beginning of 
a bid. with the effect of 
inhibiting potential rivals. 
Goldman said. 

Pa citiCorp's decision not 
to raise its 820p cash offer 
left the way clear for Texas 
Utilities to secure victory 
with a cash bid of S40p 
which values Energy group’s 
equity at £4.5btj - the largest 


cross-border takeover by a 
US company. Texas's cash- 
and-shares alternative was 
worth 860p a share. 

The auction procedure laid 
down by the Takeover Panel 
on Wednesday allowed bid- 
ders to submit not just fixed- 
price offers but also offers 
based on a formula referring 
to the rival's bid. 

Either side would have 
been allowed to name a new 
price based on a minimum 
5p-per -share premium over 
the other's offer, up to a 
stated maximum value. 

The procedure was an 
elaboration of tbe “trom- 
bone" offer - promising a 
single increase to a fixed 


point if a rival emerged - 
which Scottish Power was 
allowed to make for 
Southern Water. 

The process, which was 
upheld by the full panel 
against an appeal by Gold- 
man. precluded any last-min- 
ute offer by PacifiCorp that 
could have just pipped Tex- 
as’s cash bid. Without the 
formula aspect, Texas might 
have put in a new offer to 
protect its position, in antici- 
pation of its rival's upping 
the ante, and ended up bid- 
ding against itself. 

After tbe panel decision, 
PacifiCorp was unwilling to 
incur the additional costs 
required to take a chance. 


Advisers to Texas 
suggested, however, that 
PacifiCorp 's decision not to 
proceed implied an ambiva- 
lence about the bid. “When 
the time came to put up or 
shut up, they got rattled,” 
one said. 

For Lehman Brothers, one 
of the winning advisers, yes- 
terday's outcome was espe- 
cially welcome since its pri- 
vate equity arm will pay 
*2L3bn (£1.37bn) for Energy 
Group's Peabody US and 
Australian coalmining busi- 
ness as part of the deal. 

With Merrill Lynch, Tex- 
as's other adviser, and Chase 
Manhattan, Lehman also 
underwrote $5bn and 


£3.6bn of bridging finance. 

Lehman's willingness to 
act as a financial buyer for 
Peabody encouraged Texas, 
which had been interested in 
Energy Group's UK electric- 
ity assets but not the mining 
interests, to proceed. 

Lehman had been familiar 
with Peabody since advising 
Consolidated Gold Fields, its 
former parent when it was 
taken over by Hanson a 
decade ago. Energy Group 
was one of four companies 
created by the demerger of 
Hanson. 

At different points in the 
seesaw battle. Energy Group 
had recommended one or tbe 
other contender, including 


PacifiCorp's first 69Qp offer. 
By tbe end, it decided to let 
price - and certainty of out- 
come - determine the win- 
ner. Texas had an advantage 
because its financing condi- 
tions enabled it to declare a 
bid unconditional after pass- 
ing 50 per cent acceptances, 
rather than PacifiCorp’s 90 
per cent threshold. 

Even though a less struc- 
tured sealed-bid auction 
might have brought a 
slightly higher price, “cer- 
tainty was a very important 
factor", said one of Energy 
Group's advisers. 

The UK group was advised 
by Morgan Stanley and the 
Lazard Group. 


Stagecoach, the diversified 
transport group, yesterday 
launched a share issue to 
raise £1 60.5m ($26&n) as it 
announced deals that will 
take it into airport manage- 
ment In the UK and toll road 
operations in China. 

The company is paying 
£41m for Prestwick Interna- 
tional, which operates the 
Glasgow airport, and £67m 
for a 20 per cent stake in 
Road King, a Hong Kong- 
listed company which oper- 
ates toll roads in China It 
has also agreed to subscribe 
HK$518m (®67m) to an issue 
of convertible preference 
shares which would give it a 
28 per cent stake in Road 
King if converted. 

Stagecoach recently 
flagged Its intention to diver- 
sify by appointing a new 
chief executive. Mike Kinski, 
leaving Brian Soufer. execu- 
tive chairman, free to search 
for acquisitions. 

The Road King deal is its 
first move into Asia Stage- 
coach recently bid unsuc- 
cessfully for the concession 
to operate most of Hong 
Kong’s buses. 

Stagecoach Is Issuing 
16.5m shares at £iQ.60p in 
the placing, being handled 


by Noble Grossart and SBC 
Warburg DUlon Read. The ^ 
shares rose 67V a p to £12.08p. P 

Prestwick, which was pri- 
vatised for E8m in 1992, Is 
Scotland's main airport for 
wide-bodied freight aircraft, 
handling about 50,000 tonnes 
of cargo a year. It also has a 
passenger business, with 
scheduled flights to Stansted 
and Dublin and holiday 
charter flights. Turnover last 
year was £20.7m with pre-tax 
profits of £2 -2m. 

Mr Kinski said Stagecoach 
saw tbe acquisition as a 
stepping stone for further 
deals in the sector. It is 
creating a new company. 
Stagecoach Aviation, to be 
managed by Matthew Hud- 
son, chief executive of Pres- 
twick, which will hold the 
group's airport intaests. 

Road King operates 34 toll 
roads in China, mostly 
through joint ventures with . 
local authorities. The com-$ 
pany does not build roads. It 
was floated in 1996 at 
HK$8.40 a share. The shares 
fell to about HK$5 during 
last autumn's financial tur- 
moil 'Analysts said the deal 
would allow it to recapitalise 
its balance sheet. 

Tbe company said pre-tax 
profits for the year to April 
30 would be £158m, for earn- 
ings per share of 4S.lp. 


First-quarter growth at CU and GA 


By Chri s top he r Adams 


FOR 75 YEARS, 
WE'VE BEEN 
RAISING CAPITAL 
WHEN NO ONE 
ELSE COULD EVEN 
RAISE INTEREST. 


It’s hard enough for a middle- 
market company to raise capital to 
begin operations. To do so in a foreign 
country is even more difficult. And 
when the country doesn't even Have a 
credit rating, llie challenge can seem 
insurmountable. 

Enter Bear Stearns. We took the 
innovative first step of generating a 
credit rating for the country. Then, we 
used our extensive knowledge of 
Latin American markets and mobilized 
a distribution network to raise the 
needed capital. 

lust another example of how 
Beat Stearns has been finding ways 
to say yes, not reasons to say no, 
for 75 years. 


Commercial Union and 
General Accident, tbe insur- 
ers which unveiled a £l4bn 
($23bn) merger plan in Feb- 
ruary. yesterday revealed 
strong first-quarter growth 
in new life assurance and 
personal pension sales. 

Measured on an annual- 
ised baas - a tenth of single 
premiums plus annnai pre- 


miums - GA enjoyed growth 
of 25.5 per cent This placed 
it ahead of many of its 
rivals, including CU, which 
recorded an Increase of 3.6 
per cent on the same basis. 

CU was in pan held back 
by the strength of the pound. 
It has a much bigger pres- 
ence in overseas markets 
than GA and overall growth, 
stripped of currency move- 
ments. was LL5 per cent 


Shares in both companies, 
which have slipped recently 
on profit-taking and news of 
weather-related insurance 
claims, recovered ground. 
GA rose 88p to £14.06, while 
CU was ahead 82p to £11.19. 

CITs single premiums rose 
21 per cent from to £789m. 
New business fen in France, 
its biggest market An end- 
of-yoar rush by consumers 
ahead of the introduction of 


new tax legislation caused 
demand in the early part of 
1998 to fall. SocfetS d'E- 
pargne Viagfere, acquired in 
August, contributed £60m. 

GA continued to benefit 
from its acquisition of Provi- 
dent Mutual in 1996. New 
single premiums powered 
ahead 32 per cent to £349m, 
helped by buoyant demand 
for pensions and investment 
bonds. 


RESULTS 


Acorn Yr to Ore 31 

Advanced Power 6 ndtis to Feb 28 

Anted Domecq 6 ndhs to Fab 28 

Arcadia - 6 mtfg to fiab 28 ft 

Ashanti GoMfHde *_ 3 mths to Mar 31 

Btoomsbwy Pntahg Yr to Dec 31 

Bnradan Leisure _ 6 mths to Dec 31 * 
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TECHNOLOGY & MANAGEMENT 


MEDICAL TECHNOLOGY SPACE SPIN-OFFS 




Orbital solutions have a 
down-to-earth appeal 


Medical uses for products developed by space agencies are 
bnnging benefits for both parties, says Miranda Eadie 



I Nasa had to design 
(something cool for 
I astronauts to slip 
into because they can 
become overheated in their 
cumbersome space suits. 
Back on earth, these cool 
suits could soon be adapted 
to make life easier for people 
with multiple sclerosis. 

. Anecdotal evidence sug- 

gests that cooling down MS 
patients - for example, by 
immersing them in cold 
water - can improve 
strength, endurance, motor 
Control and habit^ty 
In 1994 Nasa teamed up 
with the Multiple Sclerosis 
Association of America to 
develop and evaluate a pro- 
totype cool suit for MS 
patients. The team was 
joined last year by Lockheed 
Martin, the US space and 
defence contractor. 

Cooperation between the 
space and medical industries 
is an aim of the technology 
transfer programmes run by 
Nasa and the European 
Space Agency (Esa). These 
^ programmes encourage 
other fields and industries to 
use products and technolo- 
gies developed for space. 

Philippe WiUekens. Esa 
industrial marketing man- 
ager, says: “It helps create 
new business for space 
industries, helps them sur- 
vive in a world where public 
funding is decreasing." 

There is a particularly 
large cross over into medi- 
cine. There is a common 
interest in sensors and 
Instrumentation, particu- 


larly in imagin g 

There are also synergies in 
areas such as robotics and 
remote control, as well as in 
the need for new materials. 

When Esa’s technology 
transfer programme began, 
it sought applications for 
e xi sting technologies. Today 
Esa hopes to identify alter- 
native end-users for particu- 
lar technologies before devel- 
opment begins. 

“This not only splits the 
development costs - It also 
means there are fewer prob- 
lems in adaptation of the 
product" says Mr WiUekens. 

Early in tbe programme a 
stretchy space suit fitted 
with sensors known as 
ANBRE (Analogous Biome- 
chanics Recorder), developed 
to monitor an astronaut's 
movements in orbit, was 
considered for use with 
babies. The idea was that the 
suit could be adapted to help 
prevent sudden infant death 
syndrome, or cot death, 
which occurs when babies 
stop breathing. Pyjamas fit- 
ted with sensors monitored a 
sleeping baby's breathing. 
Sensors were linked to an 
alarm that would go off if 
the infant stopped breathing 
for 10-20 seconds. 

“If Esa were to develop 
ANBRE today, before work 
began it would approach 
doctors in hospitals and 
people working in the S-D 
animation and entertain- 
ment businesses to try to 
find partners that might be 
interested in jointly develop- 
ing tbe suit from the begin- 


ning says Mr WiUekens. 

Most of tbe links between 
tbe space and medical indus- 
tries have involved transfer- 
ring existing or closely 
related technologies. 

Commercial derivatives of 
the imaging Charge Coupled 
Devices (CCDs) used on the 
Hubble Space Telescope are 
being applied in x-ray imag- 
ing devices called Stereo- 
guides, transforming breast 
biopsies. 

Imaging devices 
used on the 
Hubble telescope 
are transforming 
breast biopsies 


Conventional imaging 
techniques used in breast 
biopsies do not produce 
images of high enough reso- 
lution to be able to detect 
exactly where the lumps are. 
In order to take a tissue sam- 
ple for analysis surgeons 
must cut open the breast 
and perform an exploratory 
operation. 

The technique, which uses 
tbe super advanced CCDs 
based on those in Hubble, 
provides far more precise 
images of the breast Doctors 
see exactly where the lumps 
are and take a sample, with- 
out an operation. 

“This means the biopsy 
can be carried out with a 



NORMA COHEN 

THE PROPERTY MARKET 


Unlocking the value of 
bricks and mortar 


Property costs may amount to 30 per 
cent of a company’s operating overheads 


Every so often, the public 
sector seems more nimble 
and clever than tbe private 
sector, and real estate has 
been a s h'ning example. 

In tbe 1980s in Britain, for 
instance, government 
agencies led the way in 
outsourcing their building 
■ management operations. 

And the Department of 
Social Security’s deal to sell 
700 of its properties to tbe 
Goldman Sachs-backed 
consortium which would 
own. operate and redevelop 
tbe sites has been a 
mould-breaker for corporate 
property ownership. 

Most recently, Spanish 
telecoms group, Telefonica, 
has hired Bankers Trust to 
consider how best to spin off 
the company's nearly $3bn 
(£l.9bn) in property assets 
into a separate company 
with a focused management 
The company is now 
privatised, but only newly 
so, and its enormous real 
estate portfolio Is a vestige 
or Us former public status. 

The question is whether 
Telefonica’s decision, which 
is understood to create 
ultimately Spain's largest 
listed property company, 
will inspire other 
corporations to try to unlock 
the value held in bricks, 
mortar and land. 

Tbe real estate group of 
Ernst & Young, tbe 
accountancy firm, has 

recently produced a report 
concluding that companies 
can improve returns on 
capita] by disposing of their 
real estate assets. . 

The catalyst for tbe 
research, says Penny 
Wesley, executive consultant 
and head of corporate real 
. estate, has been the activity 
in the public sector. "The 
government sector has been 
leading the way." 

Arguably, the trend 
suggests that taxpayers have 
been more effective in 
demanding performance 
than have shareholders, a 
conclusion which speaks 
poorly for the latter group. 

There are signs that in the 
US. at least the message is 
getting through. John 
Coppedege, senior director of 
central and western 
European and Asian 
property at consultants 
Healey & Baker, says 
corporations often own 
properly for the wrong 

reasons. . 

“They like having their 
own headquarters," he says. 
“It is a monument to 


themselves." But the taste 
for corporate ownership of 
real estate, spurred by the 
soaring market of the 1980s, 
soured during the recession. 
“IBM is the best example of 
tbis.!$*e says. “When the 
music' stopped and the 
recession started, IBM said 
'Wait a minute, what are we 
doing?" 1 . 

According to E&Y, 
property costs are typically 
20 to 30 per cent of operating 
overbeads, second or third 
only to personnel costs. Ms 
Wesley points out tbat in 
addition to the capital tied 
up in corporate ownership, 
companies have had to 
retain extensive property 
departments to manage 
estates. These are not 
necessarily infused with the 
appropriate entrepreneurial 
culture which will allow 
them to extract the most 
value from their assets. 

“Real estate team leaders 
are too focused on low, 
added-value property issues 
and hence are poorly 
equipped to contribute at 
board level regarding 
strategic issues such as 
ownership and finance,” the 
E&Y report concludes. 

E&Y*s research shows that 
UK corporate ownership of 
real estate is highest in the 
banking and retailing 
sectors where the businesses 
need to occupy a large 
number of disparate sites. At 
food retailer Safeway, for 
instance, roughly two-thirds 
of total assets were freehold 
real estate as of the year 
ended March 29, 1997. 

If UK shareholders have 
not been in the habit of 
questioning corporate 
property ownership, perhaps 
the export of US analytical 
methodology will force some 
changes. E&Y notes the 
growing use by shareholders 



of so-called Economic Value 
Added (EVA) methodology 
from the US, which attempts 
to measure returns on 
capital from underlying 
income, and to compare that 
against a corporation’s own 
weighted average cost of 
capital (WAOC). 

Companies are being 
forced to demonstrate that 
their investments earn 
higher returns than the cost 
of capital, and those 
investments include bricks 
and mortar. 

Hie US investment bank 
J. P. Morgan, in a sample 
exercise illustrating an EVA 
analysis, concluded tbat UK 
supermarket <4ialn 
Sainsbury’s could increase 
its share price by 10 per cent 
by reducing its fixed assets 
to 40.9 per cent ol sales from 
43 per cent Salisbury's, 
according to E&Y, had 
slightly more than half its 
assets in freehold properties 
as of March 1997. 

E&Y, in a sample exercise 
of its own based on an 

mi named UK financial 
services company, concluded 
that even with all the costs 
associated with renting, 
rates of return may be 
increased by 17 per cent to 
3&5 per cent from 30 per 
cent by disposing of a real 
estate portfolio in its 
entirety. The analysis 
assumed that the company 
earned a rate of return on 

property of 2 per cent 

Ms Wesley cautions that 
there remain several good 
reasons for corporations to 
continue to own their own 
buildings. For one thing, 
many older properties are 
held on balance sheets at 
book value, tying up little 
capital in the first place. 
Also, in the US, depreciation 
is a tax-deductable expense 
which can shield income. 
Selling a building means 
giving up that tax break. 

Moreover, setting a 
building and leasing it back 
means taking on a new 
expense - rents. And renting 
means seeking tbe landlord's 
permission every time the 
tenant wishes to remodel the 
premises, allowing occupiers 
to he held hostage to 
landlords’ demands. Some 
properties are unique to the 
needs of the corporate 
occupier. To risk selling a 
property under such 
circumstances is plain 
foolishness. 

, Nevertheless, E&Y argues. 
It is worth a corporation 
considering a long-term 
strategy for its occupancy 
needs and only then decide 
what it should own. 


needle instead of a scalpel It 
leaves a small puncture as 
opposed to a large scar and 
is performed as an office pro- 
cedure under a local rather 
than a general anaesthetic," 
says Carolyn Krebs of the 
Nasa Goddard Space Flight 
Center. The technique costs 
3850 against $3,500 for tradi- 
tional surgery. With more 

than 500.000 American 
women having breast biop- 
sies. that represents poten- 
tial savings in the US of 
about $lbn annually. 

Nasa provided fundin g and 
worked with Oregon-based 
Scientific imag in g Technolo- 
gies for four years to make 
CCDs commercially avail- 
able. Scientific Imaging 
Technologies supplies the 
CCDs to Connecticut-based 
Lorad for incorporating into 
the Stereoguides. 

Another successful Nasa 
transfer gave sight to people 
registered as hlmri. The low- 
vision enhancement system 
consists of a pair of wrap- 
around video screens worn 
like sunglasses and a control 
belt pack computer. It uses 
technologies originally 
developed for computer pro- 
cessing of satellite images 
and for head-mounted vir- 
tual environment systems. It 
was developed by collabora- 
tion between Nasa’s Stennis 
Space Center and the Johns 
Hopkins Wilmer Eye Insti- 
tute in Baltimore. 

UK companies have also 
been involved in tbe space 
spin-off programme. Prod- 
ucts include the Aroma- 
Scanner system, which helps 
to diagnose diseases and is 
on trial at the Withington 



From Nasa to nursery: a dual-use suit for astronauts and babies 


Hospital in Manchester. 

The AromaS canner works 
like an artificial nose and is 
based on polymer sensors 
that mimic the sense of 
smelL When the sensors are 
exposed to swabs taken from 
a wound, they pick up the 
chemicals in the smell com- 
ing from tbe swab and, by a 
series of comparisons, iden- 
tify the bacteria. 

“This AromaScanner 
method of disease identifica- 
tion could replace conven- 
tional microbacteria] meth- 
ods, where swabs are taken 
from tbe wound and tested 
in the laboratory,” says Bar- 
bara Crawley, medical 
research technician at tbe 


Withington Hospital. 

The system, developed at 
the University of Manchester 
Institute of Science and 
Technology, is instanta- 
neous. compared with micro- 
bacterial methods that may 
take 72 hours. Doctors may 
immediately prescribe the 
appropriate antibiotic. 

Esa invested in the system 
to develop a device to moni- 
tor spacecraft cabin air. It 
also led to a commercial sys- 
tem for odour quality control 
in tbe food and cosmetic 
industries. 

This article is part af a con- 
tinuing series on medical 
technology. 


MANAGEMENT WOMEN IN THE WORKPLACE 

And the bad 
news is . . . 


Victoria Griffith 

finds an author's 
triumphalist talk a 
little premature 


n 


Success On Our Own 
Terms is an 
unabashed feelgood 
book about the progress US 
women have made in the 
corporate world in the past 
two decades'". Author Vir- 
ginia O’Brien calls it a “col- 
lective celebration". 

She studiously plays down 
the bad news - that few big 
corporations are headed by 
women, and that women 
earn a fraction of what men 
make - to look on the bright 
side. To the study that 
showed nearly one-fifth of 
Fortune 500 companies do 
not have women directors, 
she responds: "Well, that's 
true, but the flip side is that 
four out of five companies do 
have female representation." 

Ms O’Brien is proud that 
most of the women featured 
work for companies widely 
known to be female-friendly. 

Success On Our Own 
Terms is a series of inter- 
views with women happy in 
their jobs. The author 
focuses on middle-managers 
- the success stories that 
she complains are not told in 
the press. 

There are nuggets of 
advice for career advance- 
ment. Cathy Spotts, 
vice-president at Baxter 
Healthcare Corporation, tells 
us it is important to take on 
jobs that allow you not only 
to leverage your s kills but to 
acquire expertise. 

Lynn Crump, who scouts 
sites for new McDonald's res- 
taurants, wisely points out 


that having a mentor does 
not guarantee advancement 

Success On Our Own 
Terms also has some inter- 
esting passages on work- 
family balance, including the 
stories of women who have 
made a success of job shar- 
ing and telecommuting. 

Yet Ms O'Brien's failure to 
ask difficult questions 
erodes the book's value. A 
study she conducted points 
to a perception gap. While 
three-quarters of female 
respondents were satisfied 
with their own career, about 
the same number were 
unhappy with the advance- 
ment of women in general. 

She blames this perception 
gap on the media, which she 
says concentrate on the bad 
news. She argues that while 
women may be pleased with 
their own situation, media 
reports give them the 
impression that they must 
be among the fortunate few. 

The truth may be more 
complex. Why are women 
satisfied with lower personal 
achievement in business, 
even as they condemn 
unfairness in society in gen- 
eral? Perhaps they have 
been conditioned to want 
less. Perhaps they are more 
interested in life outside the 
office. Or perhaps they con- 
sider it a waste of time to 
covet positions that are 
simply not open to them. 

While it is encouraging to 
look on the bright side now 
and then, the complacency 
she seems to recommend 
may do little" to advance 
women in the workplace. 

* Success On Our Own Terms 
by Virginia O'Brien. John 
Wiley & Sons. $22.95. 


THE PROPERTY MARKET 



Oar current list of interesting properties include: 

• Redevelopment opportunities in 
Virgin Garda, BV7 & Antigua 

• Small, successful, all suite property with 

development potential, AnguiUa, BWI 

• Private residence or resort development. 

North Coast, Jamaica 

• Resort land. The Grenadines 

• Idyllic hillside inn, St. Lucia 

• Major resort development land, Bahamas 

• Acclaimed inn in The Abacos, Bahamas 

• Significant resort hotel, Ambergris Caye , Belize 
• Hotel with casino, Puerto Rica 

• Small, newly-established inn, St Vincent 



Hospitality Investment Properties 

The Caribbean’s premier hotel & resort broker 

ANDOIM • BERMUDA • BV 1 • CAYMAN • ST KITTS • TURKS & CAICOS 

CALL BRUCE BAXTER AT (305) 445 1046 OR FAX (305) 445 5097 

BROKERS PROTECTED 


FLORIDA 

Investment Opportunity 


• 8,000 Acres, Divisible into 6 Parcels 

• 10 Minutes from Disney World 

• $1.1 Million in Current Lease Revenues 

• One of the Fastest Growing Markets in America 

• Interchange Access 

• Between Orlando and Tampa 

• Excellent Frontage on 1-4 Corridor 

Offering Deadline: JUNE 16, 1998 

For Information, Please Call 
Suzanne Martinez at (312) 228-2208 

LA SALLE PARmERS/CYPRESS GARDENS REALTY 


HOME QUEST 


will find you the London home 
you want, where you want it 


0171 581 4819. 


HOBART SLATER 


“Two Superior Freehold Properties in the Finest Locations” 


TREVOR SQUARE 
KNIGHTSBRIDGE, SW7 
Floor Area 2JS08 sqfi (261 sq m) 
♦♦ ♦ 

A fine Regency Town House, providing 

spacious fanny accommodation on 5 
floors. It Is the largest house in this 
picturesque Knfgbubridgr garden 
square - ideally located between 
Barnds & Hyde Park. 

5 BEDROOMS *4 BATHROOMS 

1 st flock dbawcmo boom 

DIKING ROOM * LARGE STUDY 
KITtXQfl/BftEAlCFftST BOOM 
UTILITY ROOM 


LYALL MEWS 
BELGRAVIA, SW1 
Floor Area 2 J73 sq ft (202 sq m) 
**-* 

“A rant Freehold Mews House in Belgravia " 

Immaculately presented Mews bouse 
lasMblty decorated and with 
tbe benefit of Car-age, 
private parking and Sauna 
- within easy walking distance 
of Sloane Street and Sloane Square. 

3 BEDROOMS *3 UAIHftHOWEX ROOMS 
DRAWING BOOM * DINING ROOM * STUDY 
IUTCHEN/BBEAKFAST ROOM 


FREEHOLD £1.6 million 


0171 581 8277 


FREEHOLD LLb miHioo 


Zug - Switzerland 

Choose yew basnwss location 
h « Mw w rira wl. 

For fur&er inhumation please contact: 

mcr 

MANAGING COIFOIA1E UAL ESTATE 

litre Bstinssfl 3 
8001 Zfltkh Switzerland 
Phone 441 1 217 B2 80 
Fox +41 1 217 82 90 

Internet: mrw.inu.di 



' earck 


To place an advertisement 
within the 

Property Market 


Please contact 

Tina McGorman on 0171 873 3252 
fax 0171 873 3098 
e-mail: tina.mcgorman@ft.com 


Financial Times 


LondodhNo. 1 Specialist 
Saudi Company 

LET US SEARCH FOB YOU 

Tdb +44(0) 171 838 1086 
- Ftt +44 (O) 171 838 1077 

te«p// ww J ion tmi rc ttco .iA& u p 

HomeSeardi (London) Ltd 
Knightsbrldgc SV73 


MAYFAIR 

2 suites of offices to 
let in smart period 
building off 
Park Lane. 

962 sq feet net each. 
Rexible terms. 

0171 495 6455 
Ext 22 


CITY ROAD EC1 New conversion ol 
luxury 1 bed flats over looking Bunhill 
Fields, 1st & 4th firs wilh terraces. 
Frank Harris & Co 0171 600 7000 

BARBICAN EC2 A 2/3 bed I la I on 5th. 
6 lb and 7th firs, view over gdns 
and lakes. Close Moorgale £230.000. 
Frank Hants & Co 0171 600 7000 

BARBICAN EC2 6ih flr 1 bed flat In Wk 
close Moorgate. Bedroom overlooking 
takes £147.500. Frank Harris & Co 
01 71 600 7000 


CANNES 
SEA VIEW 

lovely 4 bedroom villa 
3.5M FRS 

We have a large 
choice of 
sales and rentals 
The English Estate 
Agents 

on the French Rivier 
Tel.: (01925) 266400 
or+334 9292 4750 
(France) 

www.mouains.com 


CLERKENWEU. EC1 1 bed 1 SI Hr flat 
in modern conversion dose Exmouth 
Mkt and Rosebery Ave £129.500 
Frank Harris & Co 0171 600 7000 







US Treasuries lead prices higher 


gw^mmemt bonds 

By Vincent Boland fat London 
and John Labate in Now York 


Prices posted good gains 
across the board yesterday 
after economic data showing 
the US economy growing 
strongly without obvious 
Inflationary pressures eased 
the threat of an imminent 
interest rate rise by the Fed- 
eral Reserve. 

The rally was led by the 
US TREASURY market, 
which soared more than one 
full percentage point shortly 
after the widely-watched 
employment cost index, a 
measure of inflationary pres- 
sures, was shown to have 
risen less than expected. US 
gross domestic product in 
the first quarter also rose by 
a wider margin than had 
been forecast 

Investors were again taken 
by surprise by the continu- 
ing combination of strong 


macroeconomic growth with 
low pricing pressures in the 
first quarter of 199&. 

The employment cost 
index rose 0.7 per cent In the 
first quarter, while GDP rose 
4J2 per cent compared with 
forecasts of about 3.3 per 
cent 

European markets also 
jumped on the data, recoup- 
ing losses incurred after a 
run of poor sessions caused 
by concern ova- interest rate 
rise fears on both sides of 
the Atlantic. 

“Markets had got a little 
too pessimistic about the 
risks of an interest rate rise, 
and I’ve got to say the reac- 
tion [yesterday] has been a 
little overdone," said Jeremy 
Hawkins, chief economist at 
Bank of America in London. 
“The markets went into the 
figures short, got caught out, 
and there was a lot of rebuy- 
ing coming through." 

The data allowed Trea- 
suries to shake off recent 


Debut from TCI 
Communications 


INTERS 

By Edward Luce 


TCI Communications, the 
leading cable TV company in 
the US. made its debut inter- 
national offering yesterday 
with a 3750m global issue. 

In spite of having credit 
ratings of Just BBB minus 
and Baa3. TCI was able to 
price the offering at a rela- 
tively tight spread of 70 
basis points over the when- 
issued five-year Treasury. 

An official at CSFB, joint 
lead with Lehman Brothers, 
said the company benefited 
from its comparatively 
favourable pricing in the US 
and from the fact that 
Europe’s funds remain 
starved of higher-yielding 
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sluggishness as prices rallied 
strongly, sending the long 
bond yield back below the 6 
per cent level. By early after- 
noon the benchmark 30-year 
Treasury had surged i£ to 
102 Vi. yielding 5.972 per cent 

Shorter-term issues also 
advanced. The two-year note 
rose b to 1Q0£. yielding 5.6 
per cent, while the 10-year 
note gained % to 98fi. yield- 
ing 5.696 per cent 

“The ECI came in lower 
than expec te d, which is very 
positive." said William 
Gamba, manager of bond 
trading at Cowen & Co in 
New York. 

Enthusiasm was further 
bolstered the release of the 
Chicago Purchasing Manage- 
ment Report The business 
barometer index fell to 58.6 
in April, a sign of slightly 
diminished strength, and 
down from 59.5 in March. 

In Europe, GERMAN 
BUNDS shrugged off unease 
over the Bundesbank’s 


INTERNATIONAL CAPITAL MARKETS 
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stance on interest rates after 
the central bank left its 
interest rate regime 
unchanged at Its regular 
council rneetmg- 

The market also took 
heart from politicians’ insis- 
tence that the dispute over 
who should head the Euro- 
pean Central Bank would' be 
settled at the weekend's EU 
summit in Brussels. 

There have been fears that 
if it is not settled - ideally 
with Wim Doisenberg, the 
markets' favourite, getting a 
full eight-year term - foreign 
exchange markets could face 
a rough ride next week. 

Analysts said markets 
were poised to strengthen 
but needed the US lead. 
“Bond investors don't really 
think there is an inflation 
problem. Every investor is 
looking to buy on any set- 
backs,” said Kit Juckes. at 
NatWest Markets. 

The June bund future set- 
tled 035 higher at 106.77, just 


off the day's high, with some 
640,000 contracts exchanged 
la Frankfurt trading. But 
they underperformed Trea- 
suries, with the 10-year 
spread foiling from 86 to 80 
basis paints, close to its low. 

Other European markets 
also moved higher, with Ital- 
ian, French and Spanish 
bonds each gaining about 40 
basis points In the futures 
market in active trading: 

An auction of three-year 
and five-year ITALIAN BTPs 
hit activity at the short end 
of the market but helped the 
long end. 

UK GILTS were not left 
out, but were somewhat sub- 
dued in moderate volumes 
ahead of more data on the 
state of the economy. The 
June gilt future settled ft 
higher at 106% with 75,000 
contracts traded on Liffe. 
The 10-year spread over 
bunds was unchanged at 92 
basis paints after widening 
slightly in earlier trading. 


By Anthony Robinson 


New international bond issues 


corporate paper, in spite of 
having limbered up for an 
onslaught in advance of 
monetary union. 

In addition, cable TV and 
other telephony-related cor- 
porates are particularly in 
demand given the high- 
growth nature of the sector, 
the official added. “Investors 
are prepared to pay a little 
bit extra for such a big 
name,” said the banker. 

The bond, which tightened 
by a basis point after launch, 
was priced seven basis 
points through the recent 
five-year offering from Roth- 
mans in spite of the latter’s 
much higher credit rating. 
“For a cable company versus 
a cigarette company the 
choice is relatively simple,” 
said one trader. 
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KAZCOMMERTSBANK, a $l00m three-year issue. At last visited the market ING 
the third largest bank in 570 basis points over the Barings, lead mana g er, said 
Kazakhstan, became the first three-year Treasury, the it was much tighter than the 
central Asian corporate to spread was the biggest to hit secondary market spreads of 
tap eurobond markets, with the screens since Ukraine its Russian counterparts. 


The Kazakh government is 
discussing the possible sale 
of a 20 per cent stake in 
Kazakhoil or a bond Issue 
for the state-owned oil com- 
pany. It expect s to make a 
decision later this year. 
Zhakyp Marabaev, first 
vice-president of Kazakhoil, 
said In London yesterday. 

“Some entities currently 
managed by KazafchoQ will 
be taken fully into the com- 
pany to s t rrg** 1 ” 1 it before 
going to market,” he added. 

Kazakhoil has already 
appointed accountants to 
pin a ft pqnmai audit of the 
company. It is also talking 
with Goldman Sachs and 
Merrill Lynch “to run a tech- 
nical audit and get a better 
picture of the company”, Mir 
Marabaev said. “We have 
not yet decided who we will 
choose as advisers and nei- 
ther have we made any deci- 
sions on the way we will 
raise mcaiey." 

The review now taking 
place at Kazakhoil follows 
President Nursultan Nazar- 
bayev’s decision two weeks 
ago to bring in younger exec- 
utives to run the oil industry 
and the state oil company. 

The government is also 
reviewing, and could revoke, 
current licensing agree- 
ments as part of its new look 
at the industry and its 
future structure, according 
to Anvar Saidenov, the 
newly appointed head of the 
state investment committee. 

Last week the government 
gave privatisation mandates 
to Credit Suisse First Boston 
and Santand er Investment to 
sell minority stakes in sev- 
eral smallAr oil, gas and min , 
erals companies, but there Is 
still uncertainty about the 
government's plans for the 
privatisation of larger state- 
owned companies. 
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Restaurant chain 
sets price for IPO 


EURO INTEREST RATE FUTUR ES 

‘Respectable’ debut on Liffe 


The London International Financial Futures and Options 
Exchange said there was respectable turnover In the first day 
of trading on its three-month euro-den omlnated interest rate 
future. The new product, which was launched just m advance 
of the meeting to fix the bilateral rates of the entrants to Euro- 
pean monetary union in Brossefe this weekend, saw turnover 
of 3,000 contracts. 

A total of 18 delivery months are traded which means that 
some of the contracts will be converted from the ecu into the 
euro (on a one-to-one basis) for settlement after next January. 
Volumes are expected to pick up towards the fourth quarter. 
The derivatives (IndudJng an option) are benchmarked against 
the London interbank offer rate as opposed to the continental 
reference rate known as Euribor. Edward Luce 


RUSSIAN ENERGY 


Gazprom to raise $230m 


Gazprom, the Russian energy group. Is raising $230m through 
an unsecured syndicated credit, Deutsche Bank, lead man- 
ager, said yesterday. The 12-month credit win be used to help 
finance its Investment programme. No terms were given but 
the bank said these would be at normal market levels. 

The signing of the credit was announced as Deutsche 
Bank, Germany's largest, opened its new subsidiary in 
Moscow, which has been upgraded from representative office 
status after the granting of a banking licence. 

Andrew Fisher, Moscow 
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news digest 


Groups Fto, the French restaurant chain, set ° price 
S y^erday for Its Initial public ottering, rakjfeg toe 

(SI 15m). The group. whtah wM be listed 
SKSS ^in Paris on May 6, b <Mb over 
867,000 shares, with 85 per cent going to institutional inves- 
tors and the rest to French retail investors. 

The seller Is Credit Lyonnais, which will see s take « n 
Grouoe Flo reduced to 13.5 per cent as a result. Control of 
tha’^roup will remain with the founding Bucher famBy. which 
retains a stake of nearly 60 per cent. 

The price per share Is at the top of an Indicative range of 
FFr165 to FFr185 set last week. Crtdit Lyonnais, which is also 
lead manner for the transaction, will raise about FFrigOm 
from the sale, which will see Just over 23 per cam of the com- 
pany's shares listed. , ^ ^ . 

Groupe Fto owns La Coupole. one of the best-known res- 
taurantein Paris, as weU as chains of brasseries. While 90 par 
cent of its turnover is hi France, it has embarked on an 
expansion strategy abroad. Vincent Boland 
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CURRENCIES & MONEY 


Investors leave shelter of Swiss franc 


maiwto.rbpobt 

By Simon Kuper 


TOe Swiss franc, for years a 
safe haven from worries over 
European monetary union, 
hit a six-month low against 
the D-Mark yesterday as 
Emu looked set to be sealed. 

Emu’s founder members 
will be officially chosen at 
the summit starting in Brus- 
sels today, and even the 
most timid investors decided 
they had little further need 
to shelter in the Swissie. 

The dollar, another Emu 
safe haven, was also 
restrained yesterday. US eco- 
nomic data should have 
helped the currency: as so 
often in recent years, output 
rose faster than expected 
and prices slower. In the 
first quarter of 1998 the US 
economy grew at an annual 
rate of 4.2 per cent while 
inflation fell to a 35-year low 
of 0.9 per cent a year. The 
employment cost index rose 
just 0.7 per cent in the quar- 


ter. seasonally adjusted. 

US stocks rebounded on 
the news from falls earlier 
this week. Bonds rose and 
Eurodollar contracts rallied 
up to 6 basis points as the 
market reduced its outlook 
for US interest rate rises 

Yet the dollar failed to rise 
with US assets. Partly this is 
because currency traders are 
reluctant to take any posi- 
tions ahead of the Brussels 
summit. Marc Chandler, 
senior currency economist at 
Deutsche Morgan Grenfell in 
New York, added: “The stock 
market and the dollar t end 
not to have a stable correla- 
tion. And today's data is 
mostly old." 

But another factor seems 
to be at work too. In recent 
days the market has sought 
excuses to sell the dollar and 
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15705 
15680 
15633 
15490 


ignored prompts to buy it 
Mark Geddes, treasury econ- 
omist at ABN-Amro in Lon- 
don, said the dollar was suf- 
fering as worries over Emu 
ceased and the economies of 
Europe improved. He noted 
yesterday's data showing 
that French unemployment 
declined in March For the 
sixth time in seven months, 
dropping below 3m for the 
first time since January 1996 
and falling below the Ger- 
man jobless rate. 

The Swiss franc dropped 
0.3 centimes against . the 
D-Mark and 0.6 centimes 
against the dollar to dose in 
London at SFrO.836 and 
SFTL500 respectively. 

The dollar was barely 
changed at DM1.795 to the 
D-Mark and slightly firmer 
at Y132.1 to the yen. 

However, the market was 
quiet and volumes low yes- 
terday because of Japanese 
Golden Week and the wait 
for the Emu summit. Today 
could be even duller, as 
many continental European 


D-tiadir 



markets are closed for May 
Day. The market believes 
the Bank of Japan may 
intervene to support the yen 
again in thin markets in 
coming days. 

■ The market is desperately 
trying to take an interest In 
the Brussels summit After 
all, the choice of Emu 
founder members is an his- 
toric moment which many 


thought would never arrive. 
Foreign exchange strategists 
are writing long notes advis- 
ing clients on what the sum- 
mit could do to exchange 
rates. As Mr Chandler says: 
"It Is my job to find specula- 
tive opportunities." 

But he adds: “One does 
not exist here." 

Everyone agrees that n 
coon tries will be chosen in 
Brussels to found Emu. 
Almost everyone agrees that 
all of them will enter Emu at 
their present central parity 
rates within the European 
exchange-rate mechanism. 
The one unresolved issue is 
who will be chosen to bead 
the European central bank - 
and Mr Chandler says that 

■ OTHER CURRENCIES 
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even that makes as good as 
no difference. 

Erkki Llikanen, European 
commissioner, said yester- 
day that the euro's credibil- 
ity was at stake over the 
ECB issue. "We have 
achieved an unbelievable 
level of convergence and 
we're here, unable to pick 
the board," he said. T would 
not like to be the spokesman 
at the European summit 
having to explain this to 
Japanese journalists.'' 

But Mr Chandler says that 
whoever becomes ECB chief 
will be tough on inflation. 
Even if no one were 
appointed this weekend 
because the Emu founders 
failed to agree - an unlikely 
event - the market should 
stay rahn The bank's presi- 
dent will be chosen one day, 
and no European country 
wants a central hank that is 
soft on inflation. All other 
apparent hurdles to Emu 
have fallen at a touch, says 
Mr Chandler. This one 
should be no different 
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- 

44 

44 

44 

44 

- 

- 

- 

SDR Unfed Dt 

- 


»i 

3S 

SB 

- 

- 

- 


Lmkn mdm tag nw (LfiDR) h m B8n lau am. ton a iw 
ild am a draw to fa eerasDc hue? «m. I® Db B3I & an Urtd 
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38-32 

8-33 
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4'1-E 
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Germ Haft 
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4fi * <i 

4ft- 4^ 

t-4* 

Strrtg 

7% -7 

7ft - 7ft 
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♦092) 

95970 

95800 

11347 

186725 

Mar 

91680 

96.730 

+0910 

91750 

95.680 

10865 

197924 


■ three mnn euro sunss frauc futures (life) SFrira porta oi 100% 



Optra 

Seri price 

Change 

High 

Low 

Era. wl 

Open tat 

Jun 

M>W 

96350 

-OJrtO 

B63B0 

06320 

13743 

63327 

Sep 

98130 

96160 


96200 

96120 

13776 

38810 

DBC 

97^90 

97.930 

+00(6 

97570 

grmo 

4443 

2E629 

Mb 

97.790 

97130 

+6020 

97860 

97.780 

700 

10891 


■ THUS MONTH BJK1YUJ RJ1URE5 (UFFE) YlOOtn mat ol 100% 


Open SeUprica Orange Ugh Urn EsL wK Open kit 
Jin - 0984 0 rva 

SEP 9884 - 0 n/a 
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0.325 

6778 

6544 

7133 

0493 

Spain 

(Pta) 

2410 

4-480 

1948 

1.177 

6487 

1183 

1826 

4893 

1267 

100 

5877 

6984 

0392 

6939 

fifisn 
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COMMODITIES & AGRICULTURE 


Consortium 


By Arkady Ostrovsky 

Ad oil consortium led by 
Amoco of the US has made a 
large oil discovery in the 
Norwegian section of the 
North Sea which could open 
recoverable reserves of up to 
500m barrels of cdl equiva- 
lent 

The consortium comprises 
Enterprise Oil, the UK's larg- 
est independent explorer 
with 25 per cent, Statoil of 
Norway with 30 per cent and 
Mobil with 15 per cent. 


The Geld, which lies off- 
shore mid-Norway between 
Nome and Heidrun produc- 
ing Gelds, is operated by 
Amoco with 30 per cent 
Interest 

Known as Donnatello. it is 
one of the largest oil discov- 
eries made in the North Sea 
over the past few years. It is 
estimated to contain 
between 200m and 500m bar- 
rels of oil equivalent, com- 
pared with 600m barrels of 
oil equivalent at Nome and 
lbn barrels at Heidrun. 


Andrew Armour, explora- 
tion director at Enterprise 
Oil. said the value of the 
field would be driven by the 
split between ofl and gas in 
the field. "The higher the 
content of oil. the greater Is 
the value of the field," he 
explained. 

Wood Mackenzie, the bro- 
ker, estimates the field to 
contain 250m barrels of oil 
and l.OOObn cu ft of gas. “It 
is certainly a significant 
commercial discovery for the 
North Sea. but tt would 


Bre-X Minerals drama 
continues in the courts 

A year after the Busang gold deposit was revealed as a hoax, 
Scott Morrison examines the effects on the mining industry 
and the legal battle still being fought by investors 


require capital investment of 
between NKr8bn and 
NKrSbn (Sl.lbn-Jl.2bo).” 
James Elston, analyst at 
Wood Mackenzie said. 

The discovery Is particu- 
larly good news for Enter- 
prise OiL which issued a 
veiled profit warning last 
November and said it would 
not meet its production tar- 
gets. 

Enterprise, which has 
total reserves of I.16bn bar- 
rels of oil, has recently 
increased its Interest in the 


Gambfing on gold 

DmtiWatah, Bre-X founder 


area adjacent to Donnatello 
to 40 per cent 

“The surrounding acreage 
could have a similar or 
greater potential than Don- 
natello." Mr Armour said. 

Enterprise hailed the dis- 
covery as a confirmation of 
its geological forecasts. It 
said that it was drilled in an 
area that has previously 
been explored without suc- 
cess by Saga Petroleum. Nor- 
way’s largest independent 
oil producer. 

The drilling took place in a 


water depth of 827 metres 
amt was terminated in rock 
of Jurassic age. 

“Donnatello showed that 
our geological model was 
accurate. We believe it is 
crucial to put the explora- 
tion and tire deal making 
sides together." Mr Armour 
said. 

“We will now seek to 
exploit our increased pres- 
ence in the Name-Dona tello 
mend to maximise the value 
of our assets." he added. “An 
initial step will be appraisal 


of Donnatello which we hope 
to begin in 1999.“ 

Enterprise said that in 
spite of high taxes. Norway 
was a favourable area for 
exploration, because Its tax 
regime reduced exposure to 
the fluctuation in oil prices. 

But Mr Elston said the 
success of the consortium 
would also depend on the 
Norwegian government, 
which has recently post- 
poned several oil develop- 
ments in the North Sea in an 
a ttemp t to cool its economy. 


Bre-X share pitas (CS, suspended May 8 19971 
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M ore than a year has 
passed since Bre-X 
Minerals’ purported 
71m ounce gold deposit in 
Indonesia was unmasked as 
nothing more than an elabo- 
rate hoax. 

When the dust settled, the 
Canadian company's C$6bn 
(US$*L2bn) market capitalisa- 
tion had been wiped out and 
Bre-X’s worthless shares 
were delisted. 

The drama, which 
unfolded first in the jungles 
of Borneo and later on stock 
markets in North America, 
is now being played out in 
courtrooms in Toronto and 
in a remote corner of Texas, 
where lawyers have 
launched lawsuits seeking 
billions of dollars in 
damages. 

While there Is little doubt 
that Bre-X perpetrated a 
massive scam. lawyers repre- 
senting some 2.000 investors 
say the company and its 
directors are not the only 
ones that should be held 
accountable. 

The lawsuits also allege 
that several brokerage firms 
issued fhlse and misleading 
research reports about the 
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Busang deposit and profited 
from their association with 
the company. 

The plaintiffs* arguments. 
If they are successful could 
set a chilling precedent 
for the entire brokerage 
industry. 

The Canadian effort to 
seek redress took a signifi- 
cant step forward in March, 
when an Ontario judge ruled 
that p laintiffs could proceed 
with a Cf3bn lawsuit against 
Bre-X, its officials, engineer- 
ing firms and brokerage 
houses. The defendants have 
said they will appeal that 
r uling . 

Decisions by US and Cana- 
dian judges on whether to 
certify both legal moves as 
class action lawsuits are 
expected by the summer. 

Legal scholars say Bre-X's 
investors face an uphill bat- 
tle, regardless of whether 
they take part in the US law- 
suit or its Qanarfian counter- 
part 

The legal actions pit 
investors against ninp of the 
top brokerages in the US and 
Canada, such as JJP. Morgan, 
Lehman Brothers. Nesbitt 
Bums and CIBC Wood 


Gundy. The defendants are 
expected to contest even the 
most minute legal points. 

Hie US case, led by Paul 
Yetter. a Houston lawyer, 
alleges that brokerages were 
negligent in iss irin g mislead- 
ing statements proclaiming 
the company's Busang gold 
deposit as the largest in the 
world, and that they also 
participated in a “fraud on 
the market ", a procedural 
doctrine under US law. 

However, John Coffee, a 
renowned US securities law 
expert at Columbia Univer- 
sity. says that extending 
responsibility for a fraud “to 
aiders and abetters" - in 
this case the brokerages that 
recommended Bre-X stock - 
would prove difficult under 
US securities regulations. 

The US lawsuit also 
alleges that Barrick, the 
Canadian gold producer that 
tried to negotiate a partner- 
ship with Bre-X, dissemi- 
nated false statements or 
concealed materially adverse 
facts. 

Barrick, however, has said 
it was prevented from disclo- 
sing the results of its due 
diligence because it signed a 
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confidentiality agreement 

The Canadian case is led 
by Harvey Strosberg. an 
Ontario lawyer who argues 
that several brokerages vio- 
lated the federal Competi- 
tion Act by making materi- 
ally false statements to 
promote a product, in this 
case Bre-X shares. 

If Mr Strosberg proved 
successful in his claim, it 
would he the first time legis- 
lation against false advertis- 
ing was applied to securities. 

“It would affect anyone 
who expresses an opinion in 
public about a certain issue 
that has financial conse- 
quences,” said one person 
close to the case. 

It is far from clear that 
plaintiff attorneys will suc- 
ceed in their attempts to 
hold brokerages liable for 


the Bre-X fiasco. Many 
observers say they have 
little choice other than to 
sue deep-pocketed broker- 
ages that promoted the 
stock, because Bre-X itself is 
bankrupt and company 
insiders who profited from 
the fraud could not cover bil- 
lions of dollars in claims. 

O thers say the two law- 
suits have cast a wide 
net to create the 
impression of a vast fraud 
perpetrated on investors, 
thus increasing the likeli- 
hood of convincing a court 
to award damages. 

This would be more likely 
in the US, where courts tend 
to award larger class action 
settlements than they do in 
Canada, where such cases 
are relatively new. 


Judges in the two coun- 
tries are expected later this 
year to determine who will 
be able to participate in tbe 
lawsuits. 

Mr Yetter argues that 
including US and Canadian 
plaintiffs in one large law- 
suit, which he would lead, 
would be the most efficient 

and fair rnannw of a waking 

compensation for the vic- 
tims. That, however, would 
lead to competing lawsuits, 
because Mr Strosberg 
refuses to participate in Mr 
Vetter's case. 

Some observers say non- 
overlapping lawsuits would 
best serve the interests 
of investors who suffered 
damages. 

They say competing cases 
would put pressure on both 
plaintiff legal teams to 


resolve the matter out-of- 
court in order to secure their 
contingency fees, which are 
typically equivalent to 
between 20 per cent and 30 
per cent of tbe final settle- 
ment 

One person close to the 
case insists it is highly 
unlikely the brokerages 
would settle out of court 
Not only do they say their 
defence arguments are solid, 
but they also recognise that 
an out-of-court settlement 
would set a dangerous prece- 
dent for tbe brokerage indus- 
try. 

On the other band, it is far 
from clear that the broker- 
age community would be 
willing to risk the possibility 
of finding itself on the losing 
end of a multi-billion dollar 
lawsuit 


Nickel off 

despite 

closure 


MARKETS REPORT 


By Kenneth Goodinfl 


Nickel’s price fell on the 
London Metal Exchange yes- 
terday. brushing aside news 
that Outokumpu of Finland 
was to shut its 3,000 tonnes a 
year Hitura mine because of 
low prices. The metal at first 
broke through $5,700 but 
ended down $40 a tonne at 

$5,560. 

Zinc, which closed $6 a 
tonne lower at $1,101, was in 
the spotlight at Metal Bulle- 
tin's annual zinc conference 
in Birmingham. Jim Lennon 
of Macquarie bank suggested 
the price would average 
$1,157 this year rising to 
$1,267 in 1999. Martin 
Squires of Rudolf Wolff fore- 
cast Ji.180 this year against 
$1,318 in 1997. 

Gold failed to take heart 
from a prediction by the gov- 
ernor of Portugal's central 
bank that it would form 
10-20 per cent of the Euro- 
pean Central Bank reserves. 


Resolute 
joins Gold 
Mines Index 

By Kenneth Gooding 


Only six years after 
negotiating financing for its 
first project. Resolute, an 
Australian mining company, 
today becomes part of the 
FTSE Gold Mines Index 
because its annual output 
has reached a sustainable 
300,000 troy ounces. 

After that first mine, 
Marvmia in Western Austra- 
lia, Resolute brought four 
more new mines into produc- 
tion in the next five years, 
including one in Ghana. 

As well as exploring in 
every Australian state and 
focusing on Africa abroad. 
Resolute is developing the 
Bulong nickel project into 
Australia’s first nickel later 
ite mine. 
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ACROSS 

I Hide on Kentish island (7) 

5 Large number sick of being 
in motorway working (7) 

9 Sets of cards - hearts mid 
spades (5) 

10 Prevents important deci- 
sions on subsidiary routes 

(9) 

11 People hanging around 
play lotteries, right having 
no time? (9) 

12 Involve the return of local 
police to Ulster (5) 

13 Ways of the African entre- 
preneur, we’re told (5) 

IS Flaw in religious belief 
leads to absolute power 19) 

18 Discovered treasure includ- 
ing penny in the openings 
C9) 

19 Convinced about island 
being financially sound (5) 

21 Admit to being fool at pile 
up (5) 

23 Left lying awkwardly after 
the charge is made in a 
compassionate way (9) 

25 Sk inn y American CIA man 
followed the reversals of 
the Middle East (9) 

26 One doctor, originally uni- 
verity educated, can pro- 
vide inspiration (.5) 

2T Give fresh look to return- 
ing the French cupola on 
river (7) 

28 Engineers get Into line to 
provide compensation (7) 

DOWN 

1 Pupil starts to sing choral 
medley (7) 

2 Frank note about a peti- 
tioner (9) 

3 Follo w part of route 
between Suez and Panama 
(5) 


4 Capitalist will close down 
during religious festival (91 

5 He had the touch for creat- 
ing wealth (5) 

8 Money, we’re told, belong- 
ing to father is fra - .sweeties 
(9) 

7 Bachelor of Science to quit 
study of electronic move- 
ment of an architectural 
order (5) 

8 Remedy is in no way 
strange (7) 

14 Pleased, but unhappy about 
site if developed (9> 

16 One who hangs up a garter 
(9) 

17 Poorly, for example, suffer 
ing bile and having a bad 
hand (9) 

18 A graduate with the true 
potential to be a lover of 
subject (7? 

20 Twenty four hour patients 
need chaise-longues (3-4) 

22 Warning of danger in hav- 
ing a wing on first micro- 
light (5) 

23 Obesity, at least initially, 
can be deadly (5) 

24 Classic story, written up in 
the dailies (5j 

Solution 9.669 


angaranaa ooDnac 
as a a □ a d 
naggaiiHiD hehqed 
0 n a 0 n 
HdoasBaa onanns 
□ aQSEinnm 
„ m QanDHHGnara 
so 0 h 0 □ Q □ 

gaaiaaaaanB 

« 0 0 a b m b □ 
gagaan □□□□□odo 
g q a a n 

Hannan nraHEinoQQ 
000 0 0 0 0 
sraanoQ nanEnsnoB 





























































gigfssg 







































































FINANCIAL TIMES FRIDAY MAY I 1998 * 

■sv==r.~ FT MANAGED FUNDS SERVICE 

M „ s c=S'£ -i=»ssnsK==^=r- 


St Sff* "** K gg» gj» n*i - 

Qt** ^** JjggBaafc&Tnut Company : 


Ww Hdp Desk m f+M 1T1) Stt 4371 lor rare ombIl 

1 sr K 


—m *tr iw 
nn> ra» an 


St St r a 


* at r a 


Offshore Insurances and Other Funds 

7*.- a at at •.* a 



























































28 
















































































































































































FINANCIAL TIMES 


FRIDAY MAY I 199S 


LONDON STOCK EXCHANGE 


Bid news and receding US rate fears lift shares 


MARKET REPORT 


By Steve Thompson, 

UK Stock Haricot Edtor 

The London equity market's 
bears were routed on most 
fronts yesterday with a 
major bid story whetting the 
appetites of the bulls and 
economic Dews from across 
the Atlantic going some way 
to demolishing the case for a 
rise in US interest rates in 
the short term. 

Fears of a US rate rise, 
never looked liked hitting 
the bullish sentiment in the 
UK market's second-liners 
and small cap stocks whose 


Indices both moved up to 
intra-day and closing 
records. 

Marketmakers. many of 
whom have been jobbing off 
downside trading books in 
recent sessions, were ini- 
tially wrong-footed by the 
news of a bid approach lor 
EMI, confirming long run- 
ning takeover speculation in 
London. However, they were 
subsequently persuaded to 
shift to bullish stances as 
the economic news from the 
US filtered Into the market 

The combination of the 
revival of takeover specula- 
tion and the decreasing 
chances of a rale rise in the 


US saw the Footsie close 95.2 
higher at 5.S2&3. At its best 
not long after Wall Street's 
economic news had been 
announced, the FTSE 100 
posted a 121.8 gain at 5£5t9. 

Unlike the FTSE 100 index, 
which endured another 
uncomfortable morning ses- 
sion as those interest rate 
fears continued to play on 
the minds of fund managers 
and institutional investors, 
second-line stocks and small- 
caps remained firmly on the 
uptick, with the FTSE 250 
index never troubled on the 
downside and finishing the 
day a net 415 up at a closing 
record of 5,6105. 


At its best, just before the 
close of trading, the 250 hit 
an intra-day record of 
5,615.0. The FTSE SmallCap 
moved up to a closing and 
intra-day high of 2.6455, up 
12.1 on the day. 

“We were certainly wrong- 
footed by the EMI story and 
the news from the US was 
weaker than expected." said 
one of the more cautious 
marketmakers in London. 

But he said there were 
continuing bearish tenden- 
cies in London. “We're get- 
ting increasing volatility and 
violent movements generally 
front-run bad news." be said. 

“Swings of 100 points a 


day hnean the market doesn't 
have much confidence in 
either direction. 1 feel we're 
not too far from the top." he 
continued. 

The economic news from 
America triggered a signifi- 
cant upsurge on Wall Street 
where the Dow Jones Indus- 
trial Average jumped more 
than 170 points during Lon- 
don trading, transforming 
the initial trend in UK equi- 
ties. 

The crucial US data affect- 
ing London was the employ- 
ment cost index for the first 
quarter which, at plus 0.7 
per cent, was well below the 
consensus estimate of plus I 


FTSE Afl-5f»re index 


Equity shams t ra de d 

Tiraonr by whm» (bmn 
HflO 


per cent, a figure viewed as 
possibly unsettling the Fed- 
eral Reserve's open market 
co mmit tee next month. 

Other US data, including 
first-quarter gross domestic 
product up 45 per cent year- 
on-year, and' weekly jobless 
claims of 1,000 were not 
viewed as too damaging. 

Equity turnover at 6pm 
showed a small increase on 
activity levels earlier in the 
week, reaching 925.3m 
shares. 

The bid a pproach to EML 
hardly a secret as the shares 
have raced higher in recent 
sessions, accounted for 
almost five Footsie points. 
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UK market in March. 

The survey showed that 
Safeway had/ continued to 


356 Vip and Kwik Save was 
unchanged at 407p. 
Composite Insurers rose 


f |1 the latest AGB-Taylor Nel- Asda firmed 2% to 200%p. 
M.'j 1 ▼ 1 1 U U son monthly survey was said Sellers gained the upper 

to showed Tesco, Asda hand in Sainsbury, the 

1_ * _1 Group and J Sainsbury have shares losing 1% to 468’Ap. 

nil niil increased their share of the while Safeway eased 2V« to 

UK market in March 356 Vip and Kwik Save was 

, • > , The survey showed that unchanged at 407p. 

Q P|1V1| V Safeway had/ continued to Composite insurers rose 
•A- V' v M. lose ground to its rivals, and after strong new business 

Kwik Save had also seen a figures from Commercial 
rnuDAHicc nruncT decline in market share. Union and General Accident 

yy!vr“:"..f*ry? .. — In the four weeks to April and a number of sector 

By Jod Kftazo, Peter John 5, Tesco’s market share rose upgrades. Commercial Union 

and Martin Brice 45 per cent over the same led the way with a gain of 82 

period a year ago and now to £11.19, the second largest 

Prospects of a bidding war stands at 21.3 per cent, rise in the FTSE 100. while 
for EMI gripped the market which confirmed the com- General Accident, which is 
after the international music pany as market leader to merge with CU in the 
publishing company said it among food retailers. summer to form CGU. was 


Bert and worst performing FTSE sectors 
Lite Assurance " 

BOOB ’ 


lose ground to its rivals, and after strong new business 
Kwik Save had also seen a figures from Commercial 


decline in market share. 

In the four weelks to April 
5, Tesco’s market share rose 


Union and General Accident 
and a number of sector 
upgrades. Commercial Union 




45 per cent over the same led the way with a gain of 82 
period a year ago and now to £11.19, the second largest 
stands at 21.3 per cent, rise in the FTSE 100. whQe 


bad received an approach 
about a possible offer. 

Confirmation of the 
approach came after a press 
report said Kirk Kerkorian, 
the US corporate raider, was 
Interested in at^iriring thw 
troubled UK group. 

The company denied it 
had received an approach 
from Mr Kerkorian and 
remained tight-lipped about 
its prospective suitor. But 
the speculation centred on 
Seagram of Canada and Dis- 
ney of the US. 

One observer suggested 
confirmation of an approach 
would “flush out all other 
possible bidders and there 
could be a contest for it". 

The company’s shares 
soared on news of the 
approach and speculation 
about a contest. At the day's 
best the shares hit 637p 
before late profit-taking saw 
them relinquish some of the 
gains to close up 99 Vi or* 
nearly 20 pec cent at 607%p, 
by far the best-performing 
stock in the FTSE 100. 

Several of the biggest food 
retailers made progress after 


Tesco shares responded by up 88 at £14.06. 


rise in the FTSE 100. while upgraded its recommenda- year profits would come in 
General Accident, which is tions for CU, General Acci- at about £158m was in line 
to merge with CU in the dent and Guardian Royal to with market expectations, 
summer to form CGU. was “outperform" and reinstated National Express was also 


its “buy” advice for Royal & a strong FTSE 250 performer 


jumping 1116 to 560p while Salomon Smith Barney Sun Alliance. The broker as it gained 38% to 933 Vip 
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also raised Commercial 
Union's target price to 
£12.00. and lowered Guard- 
ian's to 445p. 


after a bullish statement at 
the AGM. 

Raff track gained 4114 to 
£10.92%, just 30p below its 


CSFB recommended the all-time high, 
composite insurers on the Energy Group fell 26% to 
recent weakness, pointing 838 '/ip as PacifiCorp of the 
out that, in spite of the US dropped oat of the bid- 
recent worries about bad ding war with Texas Utfli- 
weather claims, profitability ties. However, PowerGen. 


in the sector is expected to 
remain strong throughout 
the year. 


which had been tipped by 
several analysts earlier in 
the week as a possible fall- 


STOCK MARKET TRADING DATA 
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Transport stocks were a back for PacifiCorp, rose 10 
focus of investor attention, to 80%). 
producing a strong per- 
former in the Footsie and RflI|flh 
several in the FTSE 250. nOUgf! water 
CSFB has told its clients Water stocks were unsettled 
that the forthcoming govern- after O/wat, the industry 


ment white paper on the 
transport industry “is likely 


regulator, published the lat- 
est documents in its pricing 


■ London nartat data 
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A crowning 

achievement for Sweden. 


to be a key determinant of review, 
potential passenger growth Brokers picked oat South 
for both the bus and rail West Water as the biggest 
industries” possible loser and the shares 

Stagecoach, on which fell 6% to 972p. Ofwat said 
CSFB has maintained its the group bad sewerage 
“buy” stance despite recent costs above reasonable levels 
outperformance, gained 67V* far its trading situation and 
to £l2.Q8p. A forecast from analysts said the group 
the company that its full- would have to force through 

further efficiency savings in 

an unyielding review envi- 
ronment. 

Dres drier Kleinwort Ben- 
son and Pamnure Gordon 
highlighted the possible neg- 
ative impart on South West 
Pamnure prefers Anglian 
Water - up a penny at 9l6p: 
United Utilities - down 15 at 
. J 832p; Wessex Water - down 


This omouncmtnt appears as a matter of record only. 


December, 1997 


US $500,000,000 



Kingdom of Sweden 


6.125% Notes due 2008 


Salomon Smith Barney acted as Sole food 
Manager and Bookrunner in this transaction. 


"The pricing was spot on at 2Sbp over and the 
idea was perfect. It offers a little more spread than 
the World Bank, investors are very comfortable 
with the name and it fills the need for sovereign 
debt at 10 years, of which we have seen next to 
nothing this year.” Sourer: Euroweek 

"A cracking deal which now represents the only 
sovereign paper in the tenor." Source: IFR 


"... the first investment grade sovereign to issue 
a 10-year fixed-rate dollar bond this year." 
Source: Financial Times 

"The distribution of die securities is the highest 
we have seen all year. There were very few 
leverage buyers - it was bought by real money 
managers right across Europe. The spilt was 80% 
Europe 20% Asia." Source: IFR 


4 at 495p; and Yorkshire - 
down 4% at 43l%p. Schro- 
ders highlighted Wessex, 
Thames - down 10 at 975p; 
and United as possible bene- 
ficiaries. 

Zeneca rose 124 to £25.76 
after Merrill Lynch lifted tts 
recommendation to “accu- 
mulate” from “neutral”. The 
broker said the share price 
had come back to tts buying 
level of £2450. 

BTP, the speciality chemi- 
cals company, firmed 9 to 
422p as the market focused 
on the group's exposure to 
sales of Pfizer’s Viagra male 
impotence pill. BTP pro- 
duces one of the key inter- 
mediaries for the pill. 

Roxboro. which has just 24 
per cent of its sales In the 
UK, highlighted the problem 
of recent Asian turmoil in its 
AGM statement 

The shares gained 814 to 
28lp after the Cambridge- 
based controls technology 
group said weak sales in 
Asian markets had been off- 
set by gains achieved in 
European and the US mar- 
kets. 

Engineer Rubicon rose 6 to 
22lp, helped by a “buy" note 
from Charterhouse Tilney 
that set a 260p price target 

Appetite for information 
technology stocks was high- 
lighted by the reaction of 
MSB In ternational shares to 
a placing of 25m shares. The 
shares, which this week 
exceeded Merrill Lynch’s 
price target of 950p, 
shrugged off the placing at 
950p to advance 2% to 970p. 

Elsewhere on Aim. Netcall 
rose 5% to 60%p after it said 
it had recruited David Roths- 
child from Action Computer, 
the UK’s fourth-biggest PC 
re seller . 

W5P Group rose 13 to 
116%p after the consulting 
engineer said its order books 
were at record levels. 

Wagon Industrial Hold- 
ings rose 36% to 335p after it 
announced the £50xn pur- 
chase of Ymos Door Systems 
from German company 
Ymos. 


FTSE Actuaries Share Indices 
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LONDON RECENT ISSUES: EQUITIES 
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Upbeat bourses climb as rate fears recede k iT hesitates on 


WORLD OVERVIEW 

European equity markets 
put in a supercharged perfor- 
mance as fears of higher 
interest rates receded after 
new US data indicated infla- 
tionary pressures remained 
subdued in spite of a boom- 
ing economy, unites Michael 
Morgan. 

The Bundesbank added to 
the upbeat mood by deciding 
to leave rates unchanged at 
its regular monetary meet- 
ing. And European Union 


leaders were said to be rally- 
ing to reassure financial 
markets that the damaging 
dispute over who should 
head Europe's future central 
bank would be resolved at 
this weekend's Brussels 
s ummit . 

Paris rocketed almost 4 
per cent as Wall Street put 
in an early spun. Frankfurt, 
Helsinki. Madrid and Milan 
were each more than 3 per 
cent higher. 

A 5.3 per cent jump in Ist- 
anbul and a 4.4 per cent rise 


in Athens were attributable 
to domestic factors. 

Even Dublin managed to 
snap out of its six-session 
slide down from the all-time 


index could top 7,500 points 
before the end of neat year, 
up from 5,326 yesterday. 

“The main source of fur- 
ther gains is likely to be the 


Gavyn Davies at Goldman 
Sachs has also been looking 
ahead, arguing that the 
health of the world's finan- 
cial markets is very heavily 


high set on April 21. One of very considerable momen- dependent on the current 


Europe's best performers 
last year with a near 50 per 
cent rise, at this year’s peak 
the market had risen by 
another 35 per cent 
Robbie Kelleher, at Davy 
Stockbrokers in Dublin, 
believes the market has sub- 
stantially further to climb. 
He forecasts that the LSEQ 


turn that exists in corporate 
earnings within the market 
at present," Mr Kelleher 
says. “That, in turn, largely 
reflects the strength of the 
Irish economy, where recent 
indicator data suggest that 


exceptionally low bond 
yields. 

He says that the 13 per 
cent rise in global equities 
this year, excluding Japan, 
has occurred without any 
significant gain in corporate 


the pace of expansion has, If earnings and without any 


anything, accelerated in 
recent months." 


sizeable decline in bond 
yields. Hence, the equity risk 


premium h-**d fallen, lending 
some s u pport to those who 
believe that equities are 
becoming expensive. 

Mr Davies says that the 
mismatch between bond and 
equity valuations has not 
yet become too disturbing by 
the standards of past bull 
markets and is probably not 
sufficient, on its own to end 
the bull nm 

“If would only be if bond 
yields started to rise that the 
bull market would be seri- 
ously threatened." he says." 


crisis measures 


Dow surges 
as inflation 
worries fade 


Bayer results boost Frankfurt 


EUROPE 


FTSE Actuaries Share Indices 


European series 


AMERICAS 


US shares rallied, following 
Treasury prices higher, after 
the release of several bullish 
economic reports, unites 
John Labate m New York. 

Perhaps the greatest relief 
to the stock market was the 
long bond yield, which was 
sent back below the 6 per 
cent level. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was up 174.88 or 155 per 
cent to 9,126.40, while the 
broader Standard & Poor's 
500 climbed 2 per cent or 
2156 higher to 1,11659. 

"The bond market 
exploded because wage rates 
were up by less than expec- 
ted and GDP was up more 
than expected. It's a classic 
positive environment,’' said 
Alfred Goldman, chief mar- 
ket strategist at A.G. Ed- 
wards in St Louis. “It's a 
very pleasant surprise to 
everyone, even to bulls.” 

Market watchers were 
taken by surprise by a 45 
per cent rise in first-quarter 
GDP, as well as a slight 0.7 
per cent rise in the employ- 
ment cost Index. The data 
sent the benchmark long 
bond price surging 1& 
higher to 1Q2V», taking the 
yield down to 5.972 per cent 

The rally in stocks was 
broadly based. The Nasdaq 
composite rose 21.66 or L17 
per cent to 157350, while the 
Russell 2000 index of small 


company shares surged 652 
or 156 per cent to 483.00. 

Plunging bond yields gave 
a boost to banking shares. 
Rank Am erica surged 5.7 per 
cent or $4ft to S86U. and 
NationsBank rose $3% to 
$ 77 %. 

All but a single Dow com- 
ponent stock. Philip Morris, 
were taken higher. Among 
the highest risers were Gen- 
eral Electric, up $3ia to $85%, 
and Johnson & Johnson, 
Higher to $71%. Philip Morris 
was down $V5 to $3Tft a day 
after a new series of lawsuits 
was filed by insurance agen- 
cies. 

McDonald’s rose $l£ to 
$60% after announcing a 
management shake-up. 

Most computer-related 
shares climbed. Dell Com- 
puter gained $3 to $80%, 
while Cisco Systems, the net- 
working leader, rose $2% to 
$74%. Among internet shares 
Lycos rose 65 per cent or 
$3% to $59$ after it 
announced it had acquired 
annthpr company. 

TORONTO tracked Wall 
Street, with Canada's banks 
in upbeat form as concerns 
for interest rates melted 
away courtesy of the latest 
US inflation data. The 300 
composite index was up 
10357 at 7.71350 at noon. 

Rank stocks were in the 
thick of the action. Bank of 
Montreal rose C$1.30 to 
C$78.55 and Bank of Nova 
Scotia 80 cents to C$4050. 


Sao Paulo climbs again 


SAO PAULO continued to 
power upwards. The Bov- 
espa index, which has 
climbed 4.2 per cent over the 
past two days, was 15.74 or 
1.5 per cent higher at 1,033.04 
at midsession. 

Among blue chips. Tele- 
bras gained 1.4 per cent to 
RS139.40 and Eletrobrfis 
added l per cent to RJ50.50. 


MEXICO CITY reversed 
the previous session's mod- 
est losses, adding 46.19 or 05 
per cent at 5.07455 at mid- 
session. 

The Mexican upturn was 
in line with the US-led gains 
that were seen across Latin 
America generally, but vol- 
ume was only described as 
moderate. 


US data lift Johannesburg 


SOUTH AFRICA 


Johannesburg was lifted by 
positive US data while golds 
also continued their strong 
rally. The overall index, 
weak early on profit-taking, 
bounced up to close 54.3 
higher at 85355. 

Financials were weak for a 


third straight day, down 645 
to 13,919.7 with sentiment 
depressed by delays in the 
announcement of a merger 
between SBIC and Liberty 
Life Holdings. 

Golds shot up 58.4 or 5.7 
per cent to 1,0795 as the bul- 
lion price held above $310 an 
ounce. 


European equities finished 
strongly, driving higher in 
afternoon trading on benign 
US Inflation data. 

FRANKFURT rose 3.1 per 
cent thanks to strong earn- 
ings from chemicals giant 
Bayer and a rally for the 
banks as interest rate wor- 
ries faded. At the dose of the 
electronic session, the Xetra 
Dax was up 157.43 at 554153. 

Deutsche Bank gained 
DM3.40 to DM142.40 and 
there were equally good 
gains elsewhere in the sec- 
tor. Hypo rose DM5.55 at 
DM105.45 and Vereinsbank 
DM8.10 to DM140.60. Dresd- 
ner added DM4.77 at 
DM10050. 

Bayer was active with a 
round of broker upgrades 
leading to good two-way vol- 
ume in the shares, which 
ended DM2.ll higher at 
DM80.ll after the group 
weighed in with top-of-ttae- 
range first-quarter results. 
Merck Finck increased its 
1998 earnings forecast for 
Bayer by 2 per cent 
Merck Finck. along with 
BNP. also turned more posi- 
tive on Lufthansa following 
Wednesday’s results meeting 
with analysts. BNP lifted 
1998 earnings forecasts for 
the airline by 20 per cent 
Lufthansa put on DM1.50 to 
DM4250. 

Mannesman!! was also a 
firm market, rising DM96 to 
DM1,486 after a hews confer- 
ence was said to have taken 
the sting out of some of the 
Asian concerns that have 
built around the engineering 
leads-. 

PARIS ended near the best 
of the session with the CAC 
40 index up 146.9 or 3.9 per 
cent at 3.880.92 in good turn- 
over with 23.9m shares 

chang in g hands. 

Eridanla Beghin added to 
recent strength following a 
positive note from Lehman 
Brothers. The shares added 
FFr88 or 7.2 per cent at 
FFr1,304. Oils were also in 
demand with Total gaining 
FFr42 to FFr715 and Elf 
Aquitaine FFr45 to FFr789. 

Financials duly shared in 
the excitement on Wall 
Street. Societe Generate rose 
FFr78 to FFr1552 and BNP 
FFr30 to FFr507. Drugs 
group Sanofi, linked with 
Rhdne Poulenc by early 
morning merger talk, ended 
FFr30 better at FFr729. 

ZURICH derived its 
strength from gains in index 
heavyweights such as Nes- 
tte, Novartis and Roche, and 
the DM1 index closed 159.6 or 
25 per centTiigher at 7.401.4. 

The heavily traded Nestte 
powered ahead for a second 
straight day after its better- 
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than-expected first-quarter 
sales and volume growth, 
announced on Thursday. A 
number of analysts' recom- 


Sftn price (matt# 



mendations also boosted the 
share, sending it up to close 
SFrll2 higher at SFi25ia 

Novartis was up SFr55 at 
SFr2,480, while Roche certifi- 
cates, under pressure at 
times during the past few 
weeks, surged SFr605 to 
SFr 15,205. 

CS Group overcame some 
early profit-taking to close 
another SFr3.50 higher at 
SFr330. The shares had risen 
sharply on Wednesday amid 
rumours of a possible 
merger or alliance, although 
the Dutch ING group, a 
rumoured partner, denied 
signing any merger agree- 
ment 

Swiss Re firmed SFr5 to 
SFi3510, adding to Wednes- 
day's rise which followed 
1997 results at the top end of 
expectations. Zurich Insur- 
ance, which posted good 1997 
results after the market 
closed on Wednesday, 
climbed SFrlO to SFrtl4. 

MILAN rallied 3.6 per cent 
and the Mibtel index closed 
810 higher at 23.053. Banca di 
Roma, the most active Issue 
of the day, rose L100 to 
L3576. Olivetti added L59 to 
L2591 while ENI rose L608 
to L11570. 

HELSINKI rose 3.6 per 
cent led by Nokia. The gen- 
eral index rose 166.64 to 


4,856. 1L Nokia rose FM2150 
or 4.9 per cent to FM365 as 
Investors were cheered by 
the rally on Wall Street and 
UPM Kymmene, the forestry 
group, gained FM2.10 to 
FM163.5. 

Raisio. the food group, 
however, lost ground after 
reports of a new study of a 
margarine made by Unilever 
- potentially a rival to Rai- 
sio's low cholesterol product 

Raisio fell FM45 to 
FM1.000. News of Unilever’s 
product in March had 
depressed the company's 
shares, but investors were 
discouraged by a study of 
the margarine in the Euro- 
pean Journal of Clinical 
Nutrition. 

STOCKHOLM moved 
ahead as Ericsson, the tele- 
coms group, recovered after 
Wednesday's fall following 
Iower-than -expected first- 


quarter earnings. The gen- 
eral index rose 48.41 or 1.4 
per cent to 351852. 

Ericsson rose SKrlO to 
SKrtOB. Investor, the invest- 
ment group, picked up SKrlS 
to SKr437 on reports that it 
had sold a 35 per cent stake 
in Saab, the aerospace and 
defence gronp, to British 
Aer ospac e for SKr35bn. 

ATHENS climbed 4.4 per 
cent as worries eased about 
another drachma devalua- 
tion at this weekend’s euro 
meeting and amid height- 
ened speculation about 
mergers in the hanking sec- 
tor. 

The general index rose 
109.88 to 2.62L44. led by a 55 
per cent rise in the banking 
sector. 

Alpha Credit Bank surged 
Dr2,456 higher to Dr33,156 on 
persistent rumours of an 
imminent corporate 
announcement, possibly an 
important arqniKitinn- 

ISTANBUL surged 55 per 
cent in a sustained recovery, 
boosted by the calmer politi- 
cal outlook. The IMKB 
National-100 index rose 
21154 to 4,194.0. 

This took its two-day rise 
to 85 per cent after the 115 
per cent dive over the previ- 
ous three sessions on wor- 
ries that the country might 
be heading for early elec- 
tions. 


Written and edited by 
Micbael Morgan, Jeffrey 
Brown, Emiko Terazono, 
Peter Hall and Paul Gregan. 


At the start of the year, 
investors were hopeful Mal- 
aysia was beginning to 
recognise the scope of the 
problems presented by the 
east Aslan financial crisis 
ami suspected concrete 
action would follow. The 
authorities in Kuala Lumpur 
had just ann ounced an aus- 
terity package and were 
studying the depths of prob- 
lems in the financial sector. 
Share prices moved up. 

But ginre then, conflicting 
statements by the Malaysian 
leadership on how to 
respond to the crisis and the 
dearth of any substantial 
structural changes in the 
economy have dashed those 
hopes. Emerging bankrupt- 
cies. poor company results, 
and perceived bail-outs of 
well-placed individuals have 
sent share prices reeling. 

“We’re seeing some of the 
clients who bought stocks 
several weeks ago selL" says 
Jonathan E.Dnckett of the 
institutional sales team at 
Paribas Asia Equity. “Th*? 
would rather take the hit 
than stay in." 

The authorities seem 
intent on doing everything 
they can to avoid taking 
what analysts believe is an 
inevitable step - relaxing 
the limits on foreign owner- 
ship in key sectors. 

Yesterday the authorities 
finally announced an 
increase in the limit on for- 
eign ownership of telecom- 
munications companies to 61 
per cent from 49 per cent 

But then they added that 
foreigners would have to 
reduce stakes back to 49 per 
cent within five years and 
source the funding outside 
the country. On top of that 
the authorities said they 
would only grant approval 
on a case-by-case basis. 

Analysts said the decision 
was aimed at getting foreign 
funds into selected compa- 
nies without committing to 
liberalisation. "Lend us 
some money when we need 
it," was how Mr Duckett 
interpreted the decision. 

Fund-raising has become 
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Tokyo follows Wall St higher 


ASIA PACIFIC 


Japanese equities took their 
lead from New York and 
TOKYO ended 1.6 per cent 
higher, im’tes Michiyo 
Nakantoro m Tokyo. 

Activity was low with 
many traders taking time off 
throughout the Golden Week 
holidays, which resume next 
week. Trading volume 
slipped to 358m from 418m 
on Tuesday when the mar , 
ket was last open. 

Investors were encouraged 
by the positive signs from 
Wall Street, while some 
investors also bought to 
close positions following the 
steep fall earlier in the week. 

The Nikkei 225 Average 
gained 24553 or LG per cent 
to 15,64156. The benchmark 
index fluctuated between a 
high of 15,647.65 and low of 
15.483.ia The Topix index of 
all first-section shares 
gained 22.08 to 1.222. 98. 

However, any positive sen- 
timent was balanced by a 
wait-and-see attitude. In 
addition to US economic 
data, investors are waiting 
to see the outcome of the 
visit of leading Japanese pol- 
iticians to the US over the 
holidays and the reaction of 
US leaders to the Y16,000bn 
government stimulus pack- 
age announced last week. 

Analysts did not expect 


Korean Exchange Bank 
Sm price (won) 



yesterday's strength to last 
long as economic indications 
made for a grim outlook. 
Yesterday the central bank's 
policy board Indicated that 
credit risk concerns would 
remain in financial markets 
after April and it considered 
it necessary to continue to 
monitor the situation care- 
fully. 

Banking issues recovered 
from a setback earlier in the 
week triggered by a com- 
ment from a leading finance 
official last week. Sakura 
Bank gained Y27 to Y455 and 
Bank of Tokyo Mitsubishi 
Y83 to Yl,639, both in heavy 
tr ading 

SEOUL rose on hopes that 
the government would try 
and support the market 


ahead of local elections in 
June. The Kospi index rose 
4.17 or l per cent to 42152. 

Bargain-hunting of shares 
that had previously fallen 
sharply lifted sentiment. 
Investors were also com- 
forted by shares remaining 
above the psychologically 
important 400 level. 

Samsung Electronics rose 
W4.500 or 6 per cent to 
W74.000 on reports that it 
had shipped samples of 256 
megabit D-Ram chips to US 
computer makers. 

Ssangyong Securi ties 
Jumped Won355 or 11 per 
cent to Won3520 on height- 
ening speculation that it 
would receive an infusion of 
foreign capital. 

Korea Exchange Bank, 
which baj been in talks with 
Germany's Commerzbank 
over a joint venture, fell 
Won4l0 or 11 per cent to 
Won3.38Q on reports that 
negotiations were stalling. 

SYDNEY had a mixed ses- 
sion, ending modestly higher 
with the All Ordinaries 
index up 13.0 at 2,762. 

The golds sector rose 2.4 
per cent, but dull base metal 
prices left diversified miners 
lower. Newcrest added 9 
cents to AS2.80, but Rio 
Tinto slipped 34 cents to 
A$2156. 

News Corp hardened 30 
cents to A810.SO ahead of 


third-quarter results next 
week. 

MANILA moved strongly 
higher following a results- 
driven rally for market 
heavyweight Philippine 
Long Distance Telephone, 
which gained 30 pesos to 
1575 pesos after reporting a 
61 per cent Increase in first- 
quarter earnings. At the 
close, the composite index 
was 47.33 or 25 per cent 
higher at 208152. 

HONG KONG edged down 
in cautious trade and the 
Hang Seng index closed 87.47 
lower at 10583.68 after late 
bargain-hunting had picked 
the index up from a low of 
1056753. Turnover shrank to 
a quiet HK$55bn compared 
with Wednesday's HK$85bn_ 

Index heavyweight HSBC . 
held up the market as it 
gained HK$2 to HK$221 and 
accounted for nearly a fifth 
of total turnover. Hang Seng 
Bank was less favoured, fall- 
ing HK$1J50 to HKS6555. 

JAKARTA was hit by poor 
corporate earnings and 
escalating student protests, 
and the JSX index closed 
down 5.11 at 460.12. 

Companies' earnings were 
eroded by large foreign 
exchange losses. Astra, the 
car maker, fell Rp50 to 
Rpl.375, while Blmantara. 
the conglomerate, declined 

Rp75 to Rp950. 
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£460 million 

Placing and Open Offer of 
Exchangeable Bonds 
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Global Coordinator & Bookrunner 


October 1997 


February 1998 


The HSBC Group has ranked as the largest combined Loan Arranger and 

Bookrunner of Straight and Exchangeable Bonds for 
UK Corporates throughout 1997 and 1998. 
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extremely difficult, with 
banks growing increasingly 
cautious tts bad loans pile up 
and investors become weary 
of putting enough money 
into the stock market to 
enable it to perform. 

Analysts do not believe 
foreigners will substantially 
increase their stakes in tele- 
com companies during what 
are expected to be several 
difficult years only to reduce 
their holdings just as the cri- 
sis passes. The authorities 
were being unrealistic. 

"They're still trying to 
take short-cuts." says Rajeev 
Malik, senior economist at 
.lardine Fleming Interna- 
tional Securities. “They will 
have to come to terms." 

And. until tiie authorities 
do. analysts say. the foreign 
investors needed to resusci- 
tate the stuck market will 
stay out. From time to time, 
the benchmark Composite 
index will rise as Malaysian 
investment funds fry to lure 
investors in by pushing up 
share prices, they say. but 
analysts believe the index 
will not go above 650 points 
in coming weeks. 

Although they suspect 
there is enough of a commit- 
ment to supporting share 
prices to keep the index 
above 530. analysts do nut 
rule out that scenario if the 
authorities continue to 
refuse to confront their prob- 
lems. 
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INTERNATIONAL CAPITAL MARKETS 

Despite the troubles in Asian 
economies, global markets have 
proved resilient and remained 
buoyant, says Simon Davies 

Another leg for 
the bull run 


Given the current drive for 
mergers among Investment 
banks and the vast bank 
write-offs for exposure to 
troubled Asian economies. It 
is easy to forget that partici- 
pants in global capital mar- 
kets have been enjoying 
boom conditions. 

Enthusiasm for emerging 
markets debt and equities 
has yet to fully recover. But 
the extent of the problems in 
Asia has receded, and over- 
all financial markets have 
remained buoyant. 

Indeed. Asia has provided 
a prop for the relatively high 
growth and low inflationary 
environment found in the 
west. US and European 
interest rate rises have been 
postponed, as a result of 
weaker commodity and 
import prices. Hie US has 
not increased its interest 
rates since March 1997, and 
even then it was only a 25 
basis point - 0.25 per cent - 
rise. 

Against this backdrop, 
bond yields have fallen close 
to historic lows, fuelling 
liquidity in the equity mar- 
kets and giving another leg 
to the longest bull market in 
history. 

"If firms did not do well 
last year, then they are hav- 
ing to ask themselves some 
tough questions,” says Paul 
Daniel, head of European 
fixed income at Morgan 
Stanley Dean Witter. "The 
Asian problems were not as 
serious as first anticipated. 
^ and the casualties are well 
known. Bat most firms 
should have made excep- 
tional profits." 

Accenting to the Interna- 
tional Securities Market 


Association, Eurobonds and 
international bond 
grew by $56bn last year to 
$772bn. This was only an 8 
per cent increase, compared 
with the 59 per cent growth 
that was achieved in 1996. 

However, there was a sub- 
stantial pick-up in secondary 
market activity, reflecting 
the volatility of the market 
in the fourth quarter. 

And there has been a 
surge in issuance so far this 
year, as companies revived 
issues that had been planned 
for the fourth quarter, and 
borrowers locked in to 
increasingly attractive bond 
yields. 

International borrowers 
raised more than $500bn 
from the bond markets in 
the first quarter, more than 
double the figure for the 
same period in 1997. 

Equity issuance has not 
matched the growth in the 
underlying stock markets, 
but it has nonetheless been 
buoyant. 

Last year saw a dramatic 
shift towards retail equity 
investment in Europe, 
encouraged by failing band 
yields and government 
incentives attached to a 
number of substantial priva- 
tisations. There has been a 
decline so far this year, but 
the positive trend should 
continue. 

There have been other 
subdued areas. The syndi- 
cated loan market has suf- 
fered from the withdrawal of 
many of the Japanese banks 
that had historically pro- 
vided about 15 per cent of its 
capitaL 

And the growth in the 
derivatives markets has 


slowed, reflecting the decline 
in volatility in European 
interest rates and currencies 
In the lead-up to economic 
and monetary union (Emu). 
However, overall the capital 
markets have enjoyed buoy- 
ant conditions. 

One of the key factors that 
will determine whether they 
remain so, will be US inter- 
est rate policy. In February 
1991, the US Federal Reserve 
sparked a global sell off in 
financial markets after a sur- 
prise rate rise. 

In recent weeks, there 
have been growing fears that 
the economic Impact of the 

Asian financial c risis might 

have been over-estimated 
and that the Fed would 
move on rates. This baa been 
encouraged by official com- 
ments on the extent of asset 
price rises, particularly the 
stock market 

However. Giles Keating, 
bead of global research at 
Credit Suisse First Boston, 
says: “I am not worried 
about higher interest rales 
for a considerable period of 
time.” 

He argues that the Fed 
would be constrained by 
fears of reviving the market 
volatility of late 1997. partic- 
ularly now that a majority of 
household savings are tied 
up in the markets. And he 
argues that inflationary 
pressures remain relatively 
subdued. 

If this is tbt> case, failing 
bond yields will drive 
demand for higher yielding 
securities. In the first nine 
months of last year, this pro- 
cess took the farm of a surge 
in emerging market bond 
investment. But yield 



spreads against US Treasury 
bonds more than doubled at 
the worst of the crisis late 
last year, and it is clear that 
investors will take time to 
recover their exuberance for 
such exotic government 
bonds. 


This will be positive for 
the development of the 
credit derivatives market, 
which protects investors 
from default risk. But it is 
also likely to fuel demand 
for other higher yielding 
bonds, such as junk bonds or 


asset-backed securities. 

In addition to the positive 
interest rate environment, 
there have also been sup- 
portive structural changes. 
The build-up of mutual 
funds in the US. which have 
grown from Sl.lOObn in 1990 


to over STfiOObn. has chan- 
neled enormous financial 
resources from the banking 
system into the capital mar- 
kets. Both Europe and Asia 
look as if they will follow 
suit 

The impending birth of the 
euro is sparking enormous 
changes in European finan- 
cial markets. Italian govern- 
ment bond yields have 
dropped by 800 basis points 

in the last three years, as 
European bond yields and 
Interest rates converged in 

advance of Emu. 

The convergence process 
is almost over, but it is 
sparking a shift of savings 
into the equity markets, and 
into credit instruments, such 
as the new European junk 
bond market. 

“Rates have come down 
from double digits to core 
European levels in just two 
and a half years.” says Joe 
Cook, global head of capital 
markets at JP Morgan. “The 
widows of Firenze are in 
shock as their 11 per cent 
coupon bonds mature and 
they are being offered yields 
less than half that." 

Clearly, the Euro will help 
create a much more broad 
and liquid single currency 
bond market, it will also 
encourage the greater use of 
pan-European investment 
benchmarks, sparking an 
increase in cross-border 
activity in both bonds and 
equities. 

By removing the currency 
differentials. Emu will high- 
light a number of other com- 
petitive barriers and encour- 
age the development of a 
more cost efficient market. 

“A lot of the home town 
rules that protect local mar- 
kets in Europe will become 
more obvious after Emu, and 
they will be chiselled away.” 
says Mr Cook. 

Ibis vast pool of capital is 
being created at a time when 
the biggest source of bonds, 
governments, is in decline. 
Due to the rigours of the 
Maastricht criteria, and the 
UK economic recovery. 
European issuance is expec- 
ted to fall by one third, or 
$50bn, this year. 

And the pool will expand 
with the development of pri- 
vate pensions in Europe. 
Hus opens the way for the 
development of a substantial 


corporate bond market. At 
present, bank loans remain a 
substantially higher percent- 
age of gross domestic prod- 
uct throughout Europe than 
in the US. while the value of 
bonds outstanding, and - 
with the exception of the UK 
and the Netherlands - stock 
market capitalisations are 
Car smaller. This is is set to 
change. 

Another region where the 
dominance of the banking 
system is under pressure is 
in Asia. 

One of the lessons of the 
Asian crisis was that the 
region's banks failed to allo- 
cate efficiently Asia's abun- 
dant savings. 

In Hong Kong and south- 
east Asia, there are moves 
under way to encourage the 
development of regional 
bond markets. This would 
provide benchmarks for 
bank lending, and offer an 
early warning system 
against economic difficulties 
of the kind that emerged in 
Thailand and Indonesia. 

Meanwhile, the Japanese 
authorities are realising the 
importance of opening up 
their capital markets. When 
their Big Bang was 
announced several year ago, 
it was expected to be a damp 
squib. But in the light of the 
country's economic prob- 
lems. there are hopes that it 
signals dramatic change. 
Hence the decision by Mer- 
rill Lynch to acquire much 
of the bankrupt Yamaichi 
Securities business. 

The 54 per cent increase in 
Japanese corporate bond 
issuance last year suggests a 
positive trend. Moreover, the 
Japanese banks will have to 
raise cash through bonds 
backed by loan portfolios, 
increasing the importance of 
the bond market 

A combination of the low 
interest rate environment 
and the financial revolutions 
taking place both in Europe 
and Asia is an appealing 
one. 

Clearly, any upward shift 
in the interest rates in the 
US would spook investors 
and lead to a slowdown in 
issuance. 

However, Mr Keating says: 
“I expect that this will be a 
more selective but still 
highly favourable period for 
the capital markets." 
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has successfully completed the 
massive roll-out programme to replace 
14,000 PCs in hundreds of branches 
of Halifax pic - one of the UK's leading 
financial organisations. The client's 
brief demanded "an incredibly fast 
time scale". 

They chose the right partner. 


The project involved the seamless integration of 14,000 new PCs in 900 branches of Halifax pic using standards based products from no less than 10 leading suppliers. 
www.unisys.com. 
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INTERNATIONAL BOND MARKETS, by Edward Luce 


Shrugging off 
the jitters 
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Several factors 
have combined to 
create boom 
conditions in the 
first quarter 


International bond markets 
surprised themselves and 
everyone else with a dra- 
matic return to boom condi- 
tions in the first four months 
of 1998. 

Shrugging; oil persistent 
jitters over the Asian finan- 
cial crisis, international bor- 
rowers tapped more than 
S500bn from global bond 
markets in the first three 
months of 1998. This was 
more than doable the 
amount raised in the equiva- 
lent period of 1997 - itself a 
record breaking first quar- 
ter. 

“Borrowers realised there 
was as much liquidity out 
there as before the Asian cri- 
sis," says Paul Abberley, 
head of fixed Income asset 
management at Lombard 
Odier, a private Swiss bank. 
“Investors, in turn, realised 
that the worst of the crisis 
was probably over.” 

The explosion in new issu- 
ance so far in 1998 has teen 
driven by several factors, 

First, borrowers, including 
leading names such as the 
World Bank and the Federal 
National Mortgage Associa- 
tion, needed to make good 
the time lost in the final 
quarter of 1997 when the 
market slowed dramatically. 
As such, six months worth 
of funding requirements 
were effectively crammed 
into the first quarter of 1998. 

Second, despite some 
brave - and largely success- 
ful - visits by emerging mar- 
ket sovereigns, borrowing in 
the first quarter of 1998 was 
heavily dominated by AAA 
and AA -rated names. This 
reflected the market's con- 
tinuing demand for “safety 
first" paper. Multilateral bor- 
rowers and some AAA corpo- 
rates were able to exploit 
this opportunity to prefund 
second quarter borrowing 
targets. 


Third, macroeconomic 
conditions continued to 
favour bond markets in spite 
- or even partly because of - 
the global effects of the 
Asian currency crises. 

The persistence of low 
Interest rates in the leading 
developed economies and the 
continued drop in yields on 
US and European govern- 
ment bonds reduced the 
attractiveness of balding 
cash or government paper. 
Borrowers able to offer even 
a small pick-up in yields 
over benchmark government 
paper thus proved popular 
with fund managers. 

Fourth, leading borrowers, 
including the European 
Investment Bank. Italy, 
Spain and Abbey National, 
made preparations for the 
onset of European monetary 
union with benchmark offer- 
ings denominated in the 
future single currency. 

Although enro-denoml- 
nated issues made up only 5 
per cent of total issuance in 
the first quarter according to 
Capital Data Bond Ware, an 
information service, this was 
almost double Its share of 
bond issuance in 1997. The 
proportion is expected to rise 
sharply In the second half of 
1998. "Once bilateral conver- 
sion rates have been set 
between the currencies 
entering monetary union [in 
early May], market confi- 
dence in the euro will take 
off," says Rob Jolliffe. head 
of fixed income for Goldman 
Sachs in Frankfurt. “We 
expect a steep rise in euro 
issuance in late 1998." 

The presence of favourable 
cyclical conditions in the 
market was also underpin- 
ned by benign secular 
trends, the most important 
being, perhaps, the continu- 
ing move towards capital 
markets borrowing (as 
opposed to borrowing from 
“relationship banks") in 
Europe. 

Hie onset of Emu in Janu- 
ary 1999 has accelerated the 
de facto Americanisation of 
Europe’s capital markets. 
This has encouraged Euro- 
pean insurance and pension 


hinds to look beyond domes- 
tic markets to consider buy- 
ing paper issued by borrow- 
ers in other parts of the 
future single currency zone. 

As a result, the cross-bor- 
der pool of liquidity is 
steadily growing. “Capital is 
Increasingly looking for its 
most efficient home and this 
is good for bonds," says 
David Ovenden, head of 
fixed income at Paribas in 
London. “The disappearance 
of 10 currencies will dramat- 
ically increase the rale of the 
bond markets." 

One result oF this shift to 
disintermediated funding 
(cutting out the banks) is the 
development of a junk bond 
market in Europe. Although 
it is still only the fraction of 
the size of its US counter- 
part, the growth of Europe's 
fledgling junk bond market 
is gathering momentum. 

Companies such as Mou- 
linex, the French household 
goods producer, and JPC, the 
British media company, 
have tapped this nascent 
market. Many more are 
expected to follow once fund 
managers have woken up to 
the consequences of Emu. 

“We are encouraging some 
of our clients to look at sin- 
gle-A rated paper where 
before they only looked at 
AA-paper," says Peter Price, 
bead of fixed income at Hill 
Samuel Asset Management 
“Eventually funds could 
start looking at BBB paper 
in the same way as their 
counterparts in the US.” 

The growth in the corpo- 
rate bond market is also 
being boosted by cuts in gov- 
ernment borrowing - both in 
Europe, where governments 
have had to cut budget defi- 
cits to qualify for Emu. and 
the US, where the Treasmy 
is steadily reducing its 
annual auction calendar. As 
such, the more conservative 
portfolio funds are being 
deprived of their traditional 
diet of sovereign paper. 

This has provided an 
opportunity for non-govem- 
ment borrowers to fill the 
gap with so-called “jumbo" 
bond issues. Others have 
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rats being changed for ttafian fire in an experimental use of foe euro in Italy last year: foe Buro-denotrunated market wiD have a nominal value of S2£00bn 


labelled them “surrogate” 
government bonds. 

Brian Mooyaart, head of a 
bond pricing consultancy, 
calculates the extra liquidity 
provided by jumbo bonds 
saves the borrower between 
one and three basis points 
par issue. F anni e Mae, which 
has launched three "refer- 
ence note” jumbo bonds at 
$4bn apiece, and the World 
Bank, which also issued a 
S-flm bond, say they intend 
to stick to their “surrogate" 
funding programmes. 
“Jumbo bonds are here to 
stay but borrowers will find 
it almost impassible to make 
their yield curves as liquid 
as governments," says Mr 
Mooyaart. 


GOVERNMENT BONDS • by Vincent Boland 


Emu alters the game 


Investors are 
currently 
re-evaluating how 
to approach the 
markets 


Convergence is dead; long 
live convergence. The wave 
of harmonisation in the past 
few years across the govern- 
ment bond markets of the 
countries joining European 
economic and monetary 
union has been a goldmine 


for investors. 

Today, yields on 19-year 
Italian government bonds 
are almost the same as their 
German equivalent, which 
have traditionally been the 
benchmark for Investors. 

There is little left an the 
convergence front to play 
for now, although the small 
spread between the core 
European markets and the 
former high yielders in 
southern Europe is likely to 
remain In place for some 
time yet 


The enro-denomlnated 
market will have a nominal 
value of $2£00bn, just shad- 
ing the *2.700bn US treasury 
market for supremacy. 

This will throw up new 
opportunities and chal- 
lenges, with the European 
central bank, the likely 
reserve status of the euro 
and the constraints imposed 
on individual governments 
all impinging on the struc- 
ture and potential of the 
market 

"Investors are trying to 


reevaluate bow to approach 
bond markets,” says 
Thomas Juterbock, manag- 
ing director and head of US 
and European government 
bond trading at Morgan 
Stanley Dean Witter. 

“US investors have global 
businesses with global lia- 
bility structures. They will . 
probably want to have # 
global asset structures as 
weU. At the moment, they 
are underexposed to euro 
assets.” 

Continued on page 2 


Almost 3D years in the international 
securities market 
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The size of the international securities market is now 


estimated at US$ 1845 billion. I5MA is the international self-regulatory 
industry body for this market, responsible for overseeing its orderly 
functioning and development. Notably, ISMA has established the 
uniform rules and recommendations which now govern virtually aft 
cross border transactions in international securities. 

As the voice of the market, ISMA is committed to representing 

the interests of its global membership, which now comprises some 
780 banks and securities houses from 52 countries. 

ISMA continues to set new standards in the fields of market 

practices, settlement, legal documentation and in the provision 
of market data. Its investment in the future through high quality 
education programmes and research will ensure growing 
professionalism in the market for the next 30 years and beyond. 
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Continued from page 2 

'_0 Mr Juterbock says yield 
curve trading and cross-cur- 
rency artrttraging will take 
on added importance in the 
new bond market But the 
search for yield, a character-' 
istic of the main govern- 
ment bond markets in 
recent years, will continue. 
“Convergence trading has 
ended. The emphasis will 
shift to currency yield curve 
positions," he says. 

Philippe Rakotovao, head 
of Axed income at Society 
Gdulrale in London, agrees, 
ami foresees a big Jump in 
trading volumes as a result, 
as portfolios are restruc- 
tured. - 

“Investors will have to 
* change to pick up yield, so 
volumes will rise. Spreads 

VSTranazn due to market 
liquidity and organisation 
issues, and will be con- 
stantly arbitrated like in 
the US market" 

If, as most observers 
believe, a transparent and 
liquid euro-denominated 

government bond market 
develops, competition 
among the 11 sovereign 
issuers will increase as they 
seek to attract investor 
attention. 

Since not an the partici- 
pating governments are 
rated similarly, credit rat- 
ings and liquidity consider- 
ations will be the main fac- 
tors differentiating 

# euro-area sovereign debt, 
according to a recent report 
by Barclays Capital. 

Currently, according to 
Patrick Coupler, Emu co-or- 
dinator for debt capital mar- 
kets at Sociktfi Gdndrale, 
Italy's issuing policy is con- 
centrated on tbe short end 
of die yield curve. This win 
be critically important for 
the euro curve because of 
the size of the Italian bond 
market, he told a conference 
in London recently. Italy 
now represents more than 
80 per cent of the euro 
curve, compared to a little 
more than 20 per cent for 
Germany and 15 to 17 pm 
cent far France. 

This is an important con- 
sideration in the battle to 
establish the benchmark for 
the euro market There is 
intense rivalry between 
^France and Germany for 
this honour, with many 
observers taking the view 
that the French market has 
set the pace on the issue. 

The French bond market 
is perhaps the most trans- 


parent in Europe, according 
to many bond market spe- 
dalists, having incorporated 
all the structures - repo 
auctions, marketmakers, 
liquidity, issuing transpar- 
ency, etc - needed to inspire 
a loyal following. “I have 
nothing but praise for the 
way the French have 
approached this issue," says 
John McNeill, government 
bond strategist at Suther- 
lands. the Edinburgh stock- 
brokers. “They have looked 
at the US market and 
learned from it, and they 
are very sensitive to the 
concerns of investors.” 

Benchmark status mat- 
ters. Not only is it a ques- 
tion of national pride, hot it 
win also mean cheaper fund- 
ing costs. But could there be 
more than one benchmark? 
As Mr Coupler pointed out, 
the size of a government’s 
position in one area of the 
yield curve could dictate 
that. Therefore, Italy could 
become the benchmark in 
the 2-year and 5-year bond 
sector; Germany and France 
in the 10-year sector; and 
France in the long bond sec- 
tor. 

Outside the euro market, 
the UK gilt market will be 
the main alternative within 
Europe, and sterling wfll be 
the only significant Euro- 
pean currency to offer diver- 
sification. which will be 
sought by many investors. 
Mr Rakotovao believes the 
link between sterling and 
tbe euro will be stronger 
than that between the dollar 
and the euro because the 
market will be betting that 
sterling will eventually 
come into the single cur- 
rency. 

“There will be strong con- 
vergence between the UK 
and European economies. 
Tbe enrosterling market 
offers a wide range of issues 
that investors will not have 
in otber European curren- 
cies,” he says. And lie pre- 
dicts a marked improvement 
in the structure of the gilt 
market to compete with 
euro government bonds. 

“The problem with the 
gilt market is that it is com- 
pletely dominated by UK 
institutions and has not 
been subject to international 
standards. This has ham- 
pered the ability to promote 
gilts abroad. Alt the Trea- 
sury is very ready to change 
that. French and German 
investors are afraid of gilts, 
but that is about to change.” 
Mr Rakotovao says. 


EMERGING MARKETS BOtIPS* by Edward 

From 
surfeit to 
dearth 


A steady recovery 
has taken place in 
the wake of the 
so-called Asian 
‘bloodbath’ 

Emerging market bonds 
have turned full circle over 
the past 12 months. For the 
first time ever In 1997, 
emerging market sovereigns 
borrowed more from the 
inter n ational bond markets 
than their developed coun- 
try counterparts. 

This time last year emerg- 
ing market govern m ents as 
obscure as Kazakhstan and 
panama were merrily tap- 
ping the market at astonish- 
ingly c ompe ti tive rates. But 
suddenly in late 1997 the 
punch bowl was removed. 

“Ihere was a problem of 
chronic over-supply of. 
emerging market bonds,” 
says Helene 'Williamson, 
chief economist at Foreign A 
Colonial in London. 
“Spreads over Treasury 
bonds bad come very 
tight levels.” 

The global effects of the 
Asian currency crisis put a 
stpp to that After out-per- 
forming other asset classes 
over the previous 18 
months, emerging market 
bonds collectively nosedived 
in response to the globalisa- 
tion of the Aslan crisis last 
October. 

J.P. Morgan’s emerging 
market bond index - gener- 
ally tuimii as a benchmark 
for the market - at one 
stage widened from an aver- 
age spread of 330 basis 
points over US Treasury 
bonds to more than 800 
basis points, before settling 
at a spread of about 600 
basis points. 

Some bonds - notably 
Russian sovereign paper and 
the Asian benchmarks - 
were worse hit than others. 
But in genmal all emerging 
market paper took a severe 


beating. Analysts and jour- 
nalists Indulged in phrases 
like “bloodbath” and “mas- 
sacre” to describe the fact 
that all of the gains made 
since the M”*”" “Tequila" 
crisis in late 1994 had been 
wiped out in the space of 
two frenetic days. 

Since the start of 1998, 
however, emerging market 
credits have made a steady 
recovery. 

“The markets were 
impressed by the fact that 
most emerging market gov- 
ernments, particularly Bra- 
zil and Russia responded 
well to the crisis," says 
Richard Gray, chief emerg- 
ing markets economist at 
Bank of America. “Govern- 
ments put up interest rates, 
cut budget flafiria and effec- 
tively stemmed the conta- 
gion.* 

Led by Argentina, which 
has made six separate offer- 
ings since the crisis last 
October, emerging market 
governments have gradually 
returned to the primary 
markets. For the most part, 
governments have tended to 
issue in non-doll ar curren- 
cies to avoid the mare pun- 
ishing spreads on offer for 
bonds denominated in the 
greenback. 

Both Argentina amfl Brazil 
have issued bonds in lira 
while Russia and one or two 
others, in eluding Argentina 
(again) and Turkey, have 
opted far D-Marks. Argen- 
tina, by far the most innova- 
tive operator in the interna- 
tional bond markets, and 
Brazil have also made debut 
offerings in the euro, the 
future single currency of 
Europe. 

“Most of the emerging 
market issues have been 
very wen received because 
they prepared the ground 
carefully beforehand and 
they priced the paper at sen- 
sible spreads to compensate 
nervous investors,” says, a 
syndicate head at a US 
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Demonstrating students demand government acoo u ntabflity for the handfing of Indonesia’s economi c woes: emerging markets bonds 
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investment bank. 

At the same time as 
improving market senti- 
ment. the J.P. Morgan T pMTM 
index has narrowed back to 
a spread of about 450 basis 
points over Treasuries. This 
is considered more sensible 
than the boll market 
spreads that were offered 
before the Asian crisis. 

In addition to the return 
of mainstream borrowers, 
the market has also been 
introduced to Sooth Korea 
which was making its debut 
as a sovereign borrower in 
the international bond mar- 
kets. 

In the aftermath of the 
successful restructuring of 
$2lbn worth of short-term 
bank debt, Korea issued 
$4bn worth of bonds in early 
April at spreads roughly 
commensurate with the 
level at which Mexico’s 


benchmark bonds are trad- 
ing. The issue was four 
times subscribed and tight- 
ened by about 40 basis 
points after launch. “The 
Korea bond was very well 
received because investors 
recognise the fact it has 
taken great strides to put its 
house in order,” says Jer- 
ome Booth, chief e m e rgin g 
markets economist at ANZ 
Investment Bank in London. 

Similarly, the P hilip pines’ 
$500m 10-year offering was 
well received. Again, inves- 
tors pointed to the country’s 
relatively impressive record 
in the aftermath of the 
Asian currency crisis. 
“Investors are differentiat- 
ing between the records of 
emerging market coun- 
tries,” Mr Booth added. 

For that reason, Indonesia 
is not expected to brave the 
markets in the near future. 


Thailand, however, is expec- 
ted to issue a global sover- 
eign bond in June. 

Analysts say the arrival of 
Asian sovereign bonds on 
the international markets 
will add more balance to an 
asset class previously domi- 
nated by Latin American 
borrowers. 

Only 1.7 per cent of the 
EMBI index, for example, is 
devoted to Asian bonds - all 
of it Philippine Brady debt 
This, and other Indices, are 
to be re-weighted 
once Thailand, and possibly 
Malaysia, have followed 
Korea's recent example. 
Korea itself, is planning to 
tap another $5bn from the 
markets during the remain- 
do: of 1998. 

“The addition of the 
Asians will provide a much 
more balanced group of 
emerging markets,” says Ms 


Williamson. “The market 
will become more sophisti- 
cated and will discriminate 
more between different bor- 
rowers." 

The impact on Asian gov- 
ernment borrowers is also 
expected to be saintary. For 
one, tbe existence of liquid 
sovereign benchmarks on 
the international capital 
markets will provide gov- 
ernments with an instant 
and transparent indicator of 
market sentiment. Such 
benchmarks could also pro- 
vide an external discipline 
on governments and corpo- 
rates - a role which banks 
have patently been unable 
to fulfil. 

“If Asia had been a big 
sovereign hand issuer before 
the crisis last October per- 
haps it would have had a 
better early warning sys- 
tem,” says Ms Williamson. 
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EQUITIES • by Vincent Boland 

Heady days are 
here again 


Bankers say 
activity for the 
rest of the year 
should match the 
1997 record 

Alter a lull in the first three 
months of this year, global 
equity issuance is gathering 
pace. Europe's privatisation 
process is back on track, 
with several huge deals 
close to completion or about 
to hit the international 
roadshow circuit, while pri- 
vate sector activity is also 
buoyant again. 

Bankers say activity for 
the rest of the year should 
see total sums raised match 
the record SllObn issued in 
1997. With global equity 
markets trading at excep- 
tionally high levels, compa- 
nies and governments are 
keen to exploit the continu- 
ing demand for new paper. 

At the same time strong 
retail interest in equities in 
Europe shows no sign of 
abating, as seen in the 
fevered response to the pri- 
vatisation of Tabacalera, the 
Spanish tobacco group. 
Strong flows of funds into 
equity products continue, 
particularly in southern 
European markets, as inves- 
tors abandon the bond mar- 
kets in search of higher 
returns. 

“There cannot be an 
issuer who is not tempted at 
these levels." says John St 
John, managing director 
and co-head of equity capital 
markets at Salomon Smith 
Barney. "It is amazing how 
quickly people forget that 
markets were almost shat 
down four months ago in 
the wake of the Asian cri- 
sis." 

If anything, the continued 
strength of retail demand is 
as mncb of a concern to 
market observers as it is a 
boon for governments keen 
to deepen the equity culture 
that has emerged in Europe 
in recent years. Bankers say 
the concept of value is 
becoming irrelevant in 
frothy markets, and today's 


equity markets are nothing 
if not frothy, with volatility 
a feature throughout the 
main stock markets. 

Bankers never complain 
In booming markets, bnt 
they admit that retail cash 
can distort the market. 
Simon McGuire, executive 
director at Warburg Dillon 
Read, says it raises the issue 
of fundamental value. 
"Retail investors are not 
looking at the market but at 
the fact that R is up so far, 
and want to invest" 

The result is that for all 
the apparent strength of 
global equity markets, the 
position for some new issues 
is likely to be less than opti- 
mal. Mr St John describes 
the state of the new issues 
market as "slightly nervy". 
With price-insensitive retail 
demand setting the rales in 
Europe, "the difficulty is 
how much you can convince 
investors to bay, and at 
what price," he says. 

The strength of retail 
demand raises the question 
of whether domestic mar- 
kets can absorb the volume 
of new issues they are being 
asked to buy. From a gov- 
ernment's point of view, a 
big sale to local investors is 
excellent: from an issuer's 
viewpoint snch investors 
may not be the right buyers, 
and there is always the dan- 
ger that too heavy a concen- 
tration on the retail sector 
will damage the perfor- 
mance of a company’s share 
price in the immediate wake 
of a listing. 

But while the retail phe- 
nomenon poses a teaser, 
other aspects of the market 
are buoyant Opportunistic 
rights Issues by the tikes of 
Volkswagen - a controver- 
sial and much-reduced 
Dm3bn issue - and Telefon- 
ica of Spain, capitalising on 
a soaring share price, are 
one area, but the most stri- 
king is the strength of the 
convertible and exchange- 
able bond sector, which Is in 
good health. 

Several factors have com- 
bined to make it so. First 
the increased volatility of 


equity markets is pushing 
some fund managers to seek 
protection against any cor- 
rection. A good example of 
this was the S2bn bond from 
Swiss Life which can be 
exchanged into shares of six 
European blue-chip stocks. 
Bankers said the transaction 
was evidence of "a mature 
bull market". 

Second, a new investor 
base for convertibles Is 
emerging, creating bnge 
demand for what Is still a 
relatively limited supply. 
However, as redemptions of 
existing bonds grow, the 
process creates a pool of 
investors for new bonds. 
There is also evidence that 
the pool is expanding out- 
side the traditional core of 
US and Swiss investors to 
include fond managers in 
London. Paris and Frank- 
fort, as well as in Asia. 

"There is a shift in inves- 
tor opinion in favour of con- 
sidering half-way house 
types of investment such as 
convertibles." says Jim 
Grantham, who specialises 
in the sector for Societd 
Gendrale in Paris. He esti- 
mates that the global mar- 
ket for convertibles is 
expanding at IS per cent a 
year. 

Do not write oft plain 
equity issuance, however. 
Headline privatisations are 
imminent from Switzerland. 
Poland and Finland. The UK 
equity market is set to get a 
much-needed shot in the 
arm from the flotations of 
GEC Als thorn and Thomson, 
and Japanese companies, 
which have been modestly 
tapping international 
demand in recent months, 
are hovering. 

Bnt bankers say that 
despite the apparent ease 
with which some recent 
issues, snch as Tabacalera 
and Telecom Corporation of 
New Zealand, were com- 
pleted, pricing will be the 
key to success if volatility 
continues to haunt the 
equity markets. Everybody 
is looking For value: Finding 
it is not easy in these heady 
times. 


SECURITISATION • by Simon Davies 
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Europe and Asia 
could drive the 
market’s 
performance in 
the long term 

The asset-backed securities 
market continues to defy all 
predictions, with the global 
market expanding by 
another S94bn last year to 
achieve annual compound 
growth of 38 per cent over 
the past four years. Citibank 
estimates that the global 
market has a capitalisation 
or $484bn. And the growth 
rate looks set to continue. 

The US is still the largest 
market, but the businesses' 
longer-term performance 
could be driven by two other 
regions. Europe and the Far 
East 

In Europe, the develop- 
ment of a single currency 
should create the world's 
largest and most liquid sin- 
gle currency bond market. 
This removes one of the bar- 
riers to the development of a 
substantial European ABS 
market - the absence of 
large homogeneous pools of 
assets, such as US auto loans 
and mortgages. 

Important regulatory and 
tax differences still need to 
be dealt with. But the Euro 
will also remove currency 
barriers to transparency in 
tbe stock market increasing 
the comparability between 
European banks. This will 
put pressure on them to 
improve notoriously low 
returns on capital. 

Securitisation is an easy 
way of increasing returns by 
taking regulatory capital 
that is tied up in low-yield- 
ing assets off the balance 
sheet. The proceeds can be 
used to fund share buy- 
backs. or to reinvest in 
higher yielding businesses. 

Given the amount of bank 
capital tied up in poorly-per- 
forming corporate loans, this 
offers enormous scope for 
issuance. NatWest, the UK 
bank, and Swiss Bank Corp 
led the way. But Germany 
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has only recently changed 
the rules to permit securitis- 
ation by banks, and tbere 
have been no takers yet. 

Moreover, as Patrick Van 
der Borght. director of asset 
finance at Credit Suisse First 
Boston, says: "Monetary 
union makes all the federal 
governments more budget 
conscious. So there is less 
money to go to the regions 
which own most of tbe 
banks. This further encour- 
ages the shift to shareholder 
capitalism." 

Finally, the creation oF 
this broad and liquid bond 
market will encourage issu- 
ers from other areas to 
access tbe euro market 

"The momentum we see in 
the US Is likely to spill over 
into the European market, 
with the big issuers aiming 
to access investment capac- 
ity in Europe." says Alexan- 
der Just ham, head of asset 
finance at JP Morgan. Issu- 
ers from the developed Aus- 
tralian mortgage-backed 
bond market are also expec- 
ted to want to access the 
new euro market. 

Emu should also drive 
demand for asset-backed 
securities. Securitisation is a 
process whereby assets are 
repackaged into bonds 
backed by strong, or at least 
predictable, cashflows. The 
bonds have a good track 
record, with a low default 
rate and consistent narrow- 
ing of yield spreads against 
their benchmarks. 

It mostly offers high 
investment grade credits, 
with a substantia] uplift in 
yield against corporate cred- 
its of a similar rating - 
reflecting the hybrid nature 
of the product, and lack of 
familiarity among investors. 

And yield uplift is some- 


thing European investors 
are keen to get after the 
decline in European govern- 
ment bond yields, particu- 
larly in Spain and Italy. 
Moreover. Maastricht-in- 
spired austerity should help 
spark a S50bn fall in the 
level of government bond 
issuance - or a Call of one 
third - this year. 

JP Morgan is predicting 
that the European market 
for mortgagejasset-backed 
securities will help All some 
of the gap, nearly doubling 
to SlBOObn by the year 2003. 

The other region that 
sbows huge growth potential 
is Asia, where last year's cri- 
sis has hit economies and 
banking systems hard. 
Securitisation provides an 
obvious means of recapitalis- 
ation. The Japanese banks 
have started securitising 
overseas assets, and the logi- 
cal next step is for them to 
move on to domestic loans. 

"Securitisation is not the 
answer to their credit prob- 
lems," says Mr Justham. 
"But at some stage in the 
redevelopment of Japan and 
south-east Asia, it will be an 
attractive way of recapitalis- 
ing. and broadening the 
investor base for those Asian 
assets." 

The Asian market pro- 
duced record issuance last 
year despite the crisis, but it 
still amounted to only 
$2.36tan, according to 
Moody’s Investors Service, 
the credit rating agency. 

In addition to regional 
opportunities, plenty of 
scope for new prodncts 
exists. Securitisation has 
evolved from mortgage- 
backed bonds tp the repack- 
aging of intellectual copy- 
right, as with the bonds 
backed by royalties from 



New products: Securitisation has moved Into the repackaging of 
inteSeebial copyright, such as bonds backed by royalties from 
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David Bowie recordings. It 
has been used to finance 
films for Dreamworks and 
PolyGram, among others. 

Nomura International. 
European arm of the Japa- 
nese investment bank, has 
gone a step further, by using 
it to finance acquisitions on 
the bank's own behalf. 
Nomura has acquired rolling 
stock and telecoms equip- 
ment leasing companies, tbe 
UK's ministry of defence 
housing portfolio and sev- 
eral pub companies, using 
asset-backed securities to 
refinance the deals. This 
passed an risk, but kept a 


large slice of the potential 
upside through "free" war- 
rants on the equity. $ 

This has Introduced secur- 
itisation to the leveraged 
buy-out market and several 
investment banks have built 
up principal finance units 
around securitisation. 

Another areas for growth 
is property financing outside 
the US. with bonds backed 
by property leases. But for a 
technique that has become a 
standard financing tool for 
anything from tequila 
exports to plastic surgery 
loans, the possibilities are 
almost endless. 
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PROJECT FINANCE • by Rod Morrison 


Beyond the numbers 
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Risks attached to 
infrastructure 
bonds depend on 
the origin of the 
revenues 

Drawing rooms, kitchens 
and even bathrooms of west- 
ern homes are often adorned 
with strange looking finan- 
cial certificates dating from 
the late nlnteenth or early 
twentieth centimes written 
tn English. Spanish, French 
or Cyrillic. These bonds then 
financed much of the world's 
Infrastructure. Some were 
repaid. Many were not - and 
so ended up hanging on a 
wall. What is the fate of 
today’s Infrastructure 
bonds? 

A simple test is a proper 
analysis of the revenue 
stream - not just the num- 
bers themselves but the ori- 
gin of tbe revenues. A fur- 
ther distinction should be 
made between bonds in 
emerging and developed 
markets. 

In emerging markets, 
bonds backing natural 
resource developments 
should be safe if the reve- 
nues are from exports to 
graded countries and are 
paid in dollars. The projects 
themselves might be in low 
investment grade countries 
but this need not be a factor 
as long as the host country 
is relatively stable. 

Such bonds are not risk 
free, however. On the Ras 
| Laffcin liquefied natural gas 
! (LNG) deal in Qatar, backed 
by a $ 1 . 2 bn bond, the buyer 
of the LNG is a Korean com- 
pany. Since the Korean cri- 
sis, the bonds have been put 
under credit review but first 
deliveries of LNG are not 
due for for 20 months. The 
same is true of the Petro- 
zuata oil production deal in 
Venezuela, financed by a 
Slbn issue and which is still 
under construction. Since 
the bond was sold, world oil 
prices have fallen making 
the economics tighter, 
although not yet desperate. 
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Desperate, however, is the 
word that could be applied 
to some emerging market 
deals where the bond is dol- 
lar denominated but the rev- 
enues are paid in local cur- 
rency. 

In Indonesia four bonds 
were issued on power pro- 
jects and Moody's recently 
warned that these could 
default next year when con- 
struction is finished. The 
local buyer of the power, the 
state utility PLN, will be 
placed under intolerable 
financial stress when the 
plants are finished and it has 
to start paying out dollar 
linked revenues in local cur- 
rency. 

Within six months these 
bonds bave dropped from a 
credit rating of BBB to CCC 
or worse and investors must 
be wondering why the fun- 
damental problems were not 
spotted. 

The role of the rating 
agencies Is crucial in emerg- 
ing markets on project 
bonds. Many investors do no 
work on analysing the credit 
but make investment deci- 
sions based on the Invest- 
ment rating and tbe spread 
price over US Treasury 
bonds. But since the Asian 
crisis, serious questions 
have been raised about the 
agencies' analysis. 

At a recent project finan ce 
conference on bonds, Stan- 
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dard & Poor’s project finance 
expert Peter Rigby said that 
the usual signs of a financial 
crisis were missing last year 
but future “projects must 
make economic sense. Pro- 
jects that rely on above mar- 
ket pricing, government sup- 
port and guarantees will be 
at risk." On currencies he 
added that "potential cur- 
rency mismatches must be 
addressed but ultimately 
may be an inherent risk to 
infrastructure projects”. 

In the developed world tbe 
Issues are different Political 
risk is largely taken out of 
tbe equation and instead 
sponsors can push the 
boundaries further on purely 
commercial terms. But basic 
questions about the source 
of the revenue stream 
remain. 

In the UK. the Private 
Finance Initiative (PFI) reve- 
nue stream is guaranteed by 
the fact the client of the 
project is an arm of the gov- 
ernment. The bond is not 
sovereign guaranteed but. 
unless the contract has been 
structured badly, the project 
sponsor will be paid if he 
meets tbe contract’s opera- 
tional requirements. 

The risk on these deals are 
usually limited to construc- 
tion and the operation of the 
service. The Lewisham Dock- 
lands Light Railway (DLR) 
extension tunnel under tbe 


River Thames, backed by a 
£165m bond provides one^y 
example. 

Construction has been 
delayed by air from the tun- 
nel blowing through the soil 
at the Isle of Dogs end. The 
tnnnel had been deliberately 
pressurised as part of the 
construction process and is 
now flooded. However, con- 
tractor Mitsui provided 
strong guarantees to the 
bondholders on the construc- 
tion risk. 

Many PFI-style bonds are 
wrapped by a monoline 
insurer who takes on the 
risks for a fee. The bonds are 
sold as AAA credits. Spon- 
sors have to provide extra 
guarantees to the monolines 
to achieve this form of 
finance. & 

The other type of project 
bonds in the developed 
world are subject to volume 
or market risks and are 
therefore riskier. 

In tbe telecoms sector, the 
picture is more worrying. 
Start-up companies with 
huge capital investment 
needs are tapping tbe higher 
yield unrated junk bond 
markets. The cost of finance 
is not as important for the 
sponsor as getting the 
finance itself and delaying 
repayment as long as possi- 
ble. 

In the power sector, the £' 
risk is lower. To receive an 
investment grade rating on a 
bond, essential to achieve 
cheap finance and be com- 
petitive in the pool trading 
markets, the rating agencies 
are imposing tough condi- 
tions on project sponsors. If 
the agencies stick to their 
guns, these deals should be 
more investor friendly. 

Guarantees required 
include a higher level of risk 
bearing equity in a financing 
structure and sponsor sup- 
port to bond holders if mar- 
ket prices fall below a cer- 
tain level. Tbe latter was 
provided by Mobil on the 
Ras Laffan bond. 

The author is editor of IFR 
Project Finance Interna- 
tional' 
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EUROPEAN HIGH YIELD SECUMTIE8 ■ by Simon Davies 


Junk bonds are 
back in fashion 



YIELD SECURITIES * by Tracy Corrigan in New York 
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High yield bonds 
are now among 
the fastest 
growing European 
asset classes 

European junk is back, and 
all appears to be forgiven far 
the moment The European 
junk bond market became 
synonymous with the 
excesses of the late' 1980s, as 
companies such as -Isosceles 
and Magnet collapsed under 
a mountain of debt, and the 
- fledgling Swiss Junk bond 
market ground to a hah. 

- But junk bonds, or high 

-yield as bankers prefer to 
call them, axe among the 
fastest growing European 
asset classes. . . . _ 

Europe is still a long way 
behind the US. Last, year, 
speculative grade bonds - 
that is. below the credit rat- 
ing of BBB~ tor Standard & 
Poor’s and BaaS for Moody's 

- in European currencies 
amounted to leas than $Zbn. 
compared with a $130bn US 
market. 

But Rick Deutsch, high 
yield bond analyst at Merrill 
Lynch, expects European 
issuance to be as high as 
$8bn in 1998, and it is 
already well over $2bxL 
It has already become an 
standard part of the financ- 
ing armoury for investment 
bulks and venture capital- 
ists, funding buy-outs of 
HMV and Waterstones, Wil- 
liam Hill and most probably 
KNP’s $lbn packaging busi- 
ness. 

The first significant Issue 
came last year with the 
DMl571n offer from Gerberit 
in April 1997. Since then, 
there has been a flood of 
issues. 

So far, the business has 
been dominated by a handful 
of US banks, who have sold 
themselves on the basis of 
access to the US high yield 
investor base, in addition to 
their expertise back home. 

But even with the benefits 
of global distribution. It has 
not been plain sailing in 
these early stages. So for. 


Merrill Lynch has had to 
pull one issue, for Atlantic 
Telecom. 

And a number of bond 
launches have been post- 
poned, albeit primarily 
because of problems getting 
syndication tor the loan ele- 
ment of a buy-out fin anc in g , 
as with DPC, William Hill 
and HMV Media. ' 

There are certainly signs 
that the heavy issuance in 
the US' high yield market is 
dampening demand, from US 
investors for European high 
yield papa-. 

One banker, reluctantly 
admitted that most of the 
deals are still being sold to 
US buyers, from distressed 
debt specialists to traditional 
high yield Investors. 

The level of European 
investor demand has not 
grown at the pace that 
investment bankers had 
hoped. And the fact that 
European deals have been 
more highly geared than the 
average US deal has created 
farther resistance. 

“There is some indigestion 
at the moment. The envelope 
has been pushed out a little 
too radically for some inves- 
tors. I think that we’re going 
to have to pursue more con- 
servative structures,” says 
an Investment banker at' a 
US bank. 

Nonetheless, there is a lot 
going for the high yield mar- 
ket at present Traditionally, 
European investors did not 
need high yield credit, . 
because they bad Cheek, Ital- 
ian and Spanish government 
bonds. Bat with the conver- 
gence of interest rates and 
bond yields in contiuental- 
Europe, Italian government 
bond yields have fallen by 
800 basis points - or 8 per 
cent - in just three years. 
Investors are having to look 
elsewhere for yield. 

Moreover, there should be 
plenty of demand from Issu- 
ers. It is estimated that there 
is between Jiobn and $15bn 
of uninvested cash sitting in 
European-focused venture 
capital funds. This will be 
aggressively searching tor a 
home, and will fimd deala in 


tandem "with leveraged loans 
and junk bend issues. 

Besides, the performance 
of high yield bonds in the 
secondary market has been 
respectable so lar, wife no 
knock-on effects from the 
current lack of enthusiasm 
towards new issues. 

Merrill Lynch research on 
the US market has the high 
yield market offering a mean 
1JQ2 per cent monthly return 
between 1985 and 1997. That 
compares with 0.83 per cent 
tor 18-year Treasuries, and it 
includes several years when 
junk bonds generated double 
digit negative returns and a 
similar default rate. 

Of course, equities did 
much better - the Nasdaq, 
small companies index gen- 
erated a 1-43 per cent 
monthly return over the 
same period. But the volatil- 
. ity in equities was signifi- 
cantly higher. 

There are plenty of cynics 
suggesting that after a bull 
market that has exceeded 
most market participants’ 
greatest fantasies, geared 
structures are to be avoided. 

“At some stage, the condi- 
tions of the last few years 
with falling interest rates, 
rising profits and rising 
stock market valuations, is 
going to came to an aid.” 
says one venture capitalist 
“When that happens, a lot of 
these leveraged finan c ing s 
are going to go very sour* 

However, Pierr e-Olivier 
Masmejean, head of Euro- 
pean high yield at Donald- 
son, Lufkin, Jenrette. says: 
”1 don't see why it is written 
cm the wall that we win have 
a second high yield crisis. In 
the 1980s, it was fuelled by 
some questionable issues. 
People were too greedy and 
too short-sighted.” 

Clearly, a higher interest 
rate environment would feed 
through into reduced cash- 
flows. and a rising default 
rate. Bankers are hoping 
that this will not happen 
before they can offer inves- 
tors the benefits of portfolio 
diversification of .risk, 
through a proliferation of 
bond issues. 


Enjoying quiet prosperity 


Low interest rates 
have resulted in 
investors . 
scurrying for 
higher returns 

While news of mega-mergers 
and record levels on Wall 
Street continue to steal most 
of the headlines, the US 
high yield securities market 
is quietly prospering. 

The current level of mar- 
ket activity is much higher 
than in the 1080 s when 
high-yield or junk bonds 
were made famous by lever- 
aged acquisitions such as 
that of RJR Nabisco. 

In the first quarter of 
1999, a record J44.3bn of 
high yield or junk bonds 
was issued in the US market 
- more than twice the vol- 
ume launched in the same 
period a year before, accord- 
ing to Securities Data, a 
research Ann which tracks 
new issues. 

The proportion of issuance 
in the Yankee market by 
foreign borrowers has risen 
to about 13 per cent of the 
total, double last year's rate, 
and outstanding bonds in 
the high-yield market have 
exceeded 8500hn, according 
to analysts. 

“I’m hard pressed to see 
(Issuance] continue to grow 
at this rate, but the baddog 
right now Is huge,” says 
Chad Leat, managing direc- 
tor and co-head of capital 
markets at Salomon Smith 
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Barney. 

. The record volume is 
“driven by low interest 
rates, which are creating 
tremendous demand for 
fixed-income products,” says 
Steven Ruggiero, managing 
director, securities research 
at Chase Securities. 

Mr Ruggiero predicts that 
issuance will have beaten 
the 1996 total by the end off 
May, given the issues 
already in the calendar, but 
he also believes the pace of 
the first quarter will be 
bard to sustain. 

Low interest rates have 
encouraged company's to 
lock in relatively (heap fin- 
ancing, while os the other 
side of the equation, inves- 
tors have been forced to 
look for higher returns thaw 
are offered by US Treasury 
or mainstream corporate 
bonds. 

Moreover, although junk 
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bonds are issued by compa- 
nies with weaker credit rat- 
ings, the Strength of the US 
economy has led to a decline 
in the default fate for junk 
bonds. 

Investor Interest has also 
been driven by the strong 
performance of high-yield 
bonds. According to Chase, 
the CSI High Yield Index 

returned 12£ per cent last 
year, outperforming both 
the 10-year Treasury, which 
returned 1 L 2 per cent, and 
investment grade corpor a te 
bonds - the Merrill Lynch 
Corporate Master returned 
104 per cent 

However, the sector 
underperformed both emerg- 
ing market bonds and US 
equities - the JP Morgan 
Emerging Market Bond 
Index returned 21.2 per cent 
and the SAP 500 index 33.4 
per cent. But for US band 
investors, high yield securi- 
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ties are viewed as an obvi- 
ous alternative to Invest- 
ment grade bonds. 

Mr Leat says there has 
been strong biffing by high- 
yield mutual funds, for 
example. He added that 
investors' appetite for 
unusual structures, such as 
zero-coupon high yield 
bonds and mezzanine - 
lower ranking debt - bond 
has grown, as investors 
become hungry for yield. 
The size of individual deals 
has also been increasing. 

The performance of high- 
yield bonds bas been 
enhanced by the Tact that 
many companies have been 
repurchasing their outstand- 
ing high-yield bonds. So far 
this year, the value of such 
tender offers has been run- 
ning at three times last 
year’s level, analysts say. 

The low default rate 
recently has helped to 
reduce the market’s volatil- 
ity. The default rate is now 
less than 1 per cent annu- 
ally. according to Mr Rugg- 
iero, compared with levels 
of around 12 per cent in 
1990. which coincided with a 
period of weakness in the 
domestic economy. 

However, there have been 
several defaults' recently in 
the wireless cable Bector sec- 
tor, according to analysts. A 
series of wireless cable com- 
panies will need to restruc- 
ture. Mr Ruggiero says, 
because they were not gen- 
erating sufficient revenues 
to pay interest 

This does not seem to 
have caused investors any 
broader concern. Given the 
low level of defaults gener- 
ally, and low US interest 


rates, investors are siUl 
keen to “go for the big cou- 
pons and big returns.” says 
one analyst 

Meanwhile, competition 
for underwriting high yield 
securities is becoming 
increasingly fierce, partly 
because of the entrance into 
the market of relative new- 
comers such as Chase, 
which ranks sixth In Securi- 
ties Data's league table for 
the first quarter. 

However, Increasing com- 
petition resulted In a decline 
in underwriting margins 
last year to 1.77 percentage 
points from 2J31 points at 
the end of 1996. 

Still, heavy underwriting 
volume means the sector 
remains extremely profit- 
able. According to one Wall 
Street headhunter, depart- 
ments involved in “high 
yield financings are practi- 
cally at budget [for the year] 
already. It has been an 
exceptionally active first 
quarter.” 

What conld derail the 
high-yield market? The mar- 
ket is undoubtedly sensitive 
to higher interest rates or to 
a weaker stock market. 
According to analysts, the 
performance of the sector 
has been highly correlated 
to the stock market, but so 
far nervousness that the 
stock market may be over- 
valued has simply increased 
enthusiasm for high yield 
bonds. 

While it would be hurt by 
any big market correction, 
analysts say they hope that 
the extremes of volatility 
seen in the past will no lon- 
ger occur, given the mar- 
ket’s greater size and depth. 
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AMERICAN DEPOSITARY RECEIPTS « by John Labate in New York 

Signs of a thaw 


Stability is 
returning as 
investors and 
issuers enter the 
ADR market 

The winds of Asia’s currency 
crisis sent a chin through 
the market in American 
depositary receipts, or ADRs, 
in late 1997. Many US inves- 
tors moved fast to reduce 
their overseas exposures in 
the wake of the 554 point 
plunge in the Dow Jones 
Industrial Average in late 
October prefering to hold up 
in safer domestic blue chip 
shares. The result was a 
sharp plunge in ADR mar- 
ket. as share prices fell and 


issuing companies chose to 
wait out the storm for cal- 
mer seas In which to float 
new shares. 

Now well into 1998. there 
are convincing signs that a 
thaw is under way. Greater 
stability is returning to the 
market as a whole, and 
investors and issuers are 
selectively willing to enter 
the ADR market Regions 
hardest hit by tumbling cur- 
rency values, however, con- 
tinue to struggle. 

ADRs operate as equity 
stakes in non-US companies. 
They trade on US exchanges 
and offer investors a few 
major conveniences since 
ADRs generally bypass the 
customary clearance and set- 
tlement differences between 


countries and tend to com- 
plicate their ownership and 
trading from abroad- When 
news breaks far flung inves- 
tors can therefore react with 
greater speed when either 
selling or buying ADRs than 
they could with traditional, 
or original, shares traded on 
the company’s home-country 
market. As a result, ADR 
prices tend to rise and fall in 
tandem with the original 
shares traded on the home- 
country exchange. 

For companies that issue 
them. ADRs offer a unique 
opportunity to raise capital 
in US markets, exposing 
non-US companies to a 
broader audience of poten- 
tial investors. Same analysts 
also believe ADRs can pro- 


vide a buffer to a company’s 
shares from sharp falls in 
the company's home 
exchange, by spreading a 
company’s capital base to 
stabler ma rk*** in the US. 

ADRs also offer an impor- 
tant growth vehicle for US 
exchanges. In recent months 
both the New York Stock 
Exchange and the Nasdaq 
market have set ambitious 
grata of doubling their num- 
ber of non-US listings in the 
next few years. 

After last year’s plunge in 
the US stock market, many 
companies that had planned 
to issue ADRs in the fourth 
quarter of 1997 and the first 
quarter of 1088 postponed 
those plans. But after a slug- 
gish start to the year, ADR 
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activity has only recently 
managed to turn around 
with gusto. "We bad a pick 
up starting in February, and 
it accelerated in March," 
says James Donovan, man- 
aging director of Citibank's 
ADR programme. 

The size of new ADR 


issues, as measured by the 
amount of capital raised In 
their offerings, has increased 
in recent weeks. Seven of tire 
10 largest ADR deals to hit 
the US market in 1998 came 
in late March or after. 

Like shares of stock, ADRs 
esm be split into two tiers. 


initial and secondary offer- 
ings. The results of these 
two sectors have differed 
greatly so far in 1998. 

First, new ADR listings 
have slowed considerably 
from the previous year, both 
in terms of the number of 
new Issues and dollars 
raised in the US. According 
to Security Data, the New 
Jersey-based research firm. 
18 new ADRs listings were 
launched on US exchanges 
as of April 22. Those deals 
have raised a total of $l.03bn 
within tiie US. led by the 
largest initial ADR listing. 
Annuity and Life RE Hold- 
ings of Bermuda, at 2256m. 

By the same date a year 
ago, 25 new ADRs had been 
launched in the correspond- 
ing period, raising a health- 
ier Sl^bn. This suggests 
there remains a lingering 
Asian-effect on new issues. 
Companies without existing 


ADR programmes • have 
slowed their pace of expan- 
sion in the US. while inves- 
tors have bid less to such 
new deals. 

In the secondary ADR 
market, however, the 
amount raised has increased 
substantially. As of April 22, 
nine secondary issues have 
raised a total Sl-Sbn, led by 
Bermuda's ACE which 
raised 8606m. The total of 
money raised is more than 
double the amount raised by 
the same number of deals 
last year, at 2822m. 

The south-east Asian coun- 
tries worst hit by felling cur- 
rencies have not turned a 
corner, but that could bale- 
fit others. Companies based 
in eastern Europe are said to 
be accelerating their plans to 
enter the US ADR market. 
"They see there is money 
looking for good invest- 
ments." says Mr Donovan. 
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INITIAL PUBLIC OFFERINGS • by- John Labate in New York 

Slim volume thus far 


Investors are still 
keen to buy, 
especially any 
stock carrying an 
internet label 

Initial public offerings, like 
most areas of interest on 
Wall Street, have managed 
more than a few surprises In 
early 1998. With share prices 
soaring, but the volume of 
new deals down, the market 
for new listings got off to a 
mixed start this year. 

Investor enthusiasm for 
newly public companies 
remains high, especially for 
high-technology issues and 
almost anything related to 
the internet. 

Look no farther than the 
most recent stunning suc- 
cess. Broadcom. The com- 
pany. a producer of semicon- 
ductor chips in cable 
modems, launched its initial 
offering in mid-April. Shares 
were priced at 224. began 
trading at S60 on its first day 
of trade, then shot up to 870. 
By the end of its first day 
the stock closed at 853%. 

But another trend is per- 
haps even more telling. The 
first quarter and the initial 
weeks of the second quarter 
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of 1998 have produced a sur- 
prisingly slim volume of ini- 
tial public offerings com- 
pared to previous years. 

Although recent weeks 
have suggested a turnaround 
is on the way, the slower 
pace of IPOs thus Ear is sur- 
prising given the heady level 
of the stock market, with the 
Dow Jones Industrial Aver- 
age trading about the 9,000 
level and the Standard & 
Poor’s 500 near 1.100. 

While the first quarter is 
usually the quietest period 
of any year for first-time flo- 
tations. the past few months 
have proved unusually slow. 

IPO volume, measured by 


the number of new listings 
to go public, is down 15 per 
cent on the same period in 
1997. acmnfing to the Securi- 
ties Data Company, the 
research firm based in New- 
ark. 

The number of initial 
offerings on US exchanges 
reached 129 through the mid- 
dle of April 1998, compared 
with 152 during the same 
period last year, according to 
SDC. The current rate is the 
quietest volume of IPOs to 
reach the market since 1995. 
If just US IPOs are consid- 
ered. the pace is now at its 
slowest since 1991. 

With the Dow Jones Indus- 


trial Average and the Stan- 
dard & Poor’s 500 each with 
double digit gains since Jan- 
uary 1. why aren't IPOs 
pouring into the market? 

One answer seems to be 
that the market collapse late 
last October sent shock 
waves well into 1998. 

“Every year the highest 
percentage of IPO issuers are 
in technology, and we had a 
horrible fourth quarter in 
the tech sector.” says W. 
Russell Ramsey, a founding 
partner at Friedman, Bil- 
lings, Ramsey, a touting IPO 
underwriter based in north- 
ern Virginia. - 

Investors were much 



.A. simple word For 


business 


Considering Ijbank is Turkeys largest private 
commercial bank. it*& no wonder that our name 
‘means the Business Bank in Turkish. Consistently 
voted the most trusted bonk in the country, we are 
one of the major participants in the steady and 
spectacular growth of Turkish economy. 

A leading position both in Turkish privatizations 
and in the Istanbul Stock Exchange, reliability, 
expertise, and a comprehensive range of services 
from brokerage to custody make us the prime 
cboice for international investors. Our subsidiary 
l^bank GmbH in Germany with 1 2 branches. 


a fully-authorized Igbank branch in I_ondon. and 
nearly 1300 c o rrespo n dent banks worldwide help 
us hold an impressive shore of the country's foreign 
trade transactions. And our all-inclusive electronic 
network as well as phone and modem linkup 
interactive banking services provide our customers 
with on-line real-time access from any corner of 
the globe. 

Wherever you may be. you won't find a simpler 
word for business than the tg in our name. 

And t§bank will always spell better, faster, 
smoother business for you. 


I§BANK 




of Fmrttfn Pi, .'H"< I- K. AlUa Mm Tct 1TO21 2J 353 O* 7, 
>rm,,AMlM9bd.NttniDll2ll< K b-lMM/1M« Feu U1 M U4S 

*«.i > ■„ Pi,»B Ib^lfc. HilM—TMlffMBIIH llu 

DqwMI.MariAI»0«W.M^U«,CM.No; 100-103 SOZ3Q P I l/TWrtq 

Fur. 190-3 12l 311 44»- (#0-2121 211 06 Bt 



slower to return to small cap 
shares than robust, safer, 
blue-chip tianwg Mr Ramsey 
believes that the period of 
uncertainty late last year 
has resulted in some compa- 
nies r emaining on the side- 
lines rather than risk expo- 
sure. 

Another explanation for 
rtia fhiw ipo volume is that 
email companies are using a 
rival "exit strategy” to IPOs. 
The theory is that the rise in 
the share prices of large 
companies has made it 
easier far them to pick off 
smaller start-up companies 
through mergers and acqui- 
sitions. 

“Many of these companies 
i are opting to be bought by 
the larger firms,” says Rob- 
1 ert Natale, of Standard & 
Poor’s. Companies such as 
Microsoft and Cisco Systems 
have long bar! a hunger for 
swallowing promising new 
upstarts. 

While fewer deals are 
being done, the average size 
of the new offerings is grow- 
ing. “Clearly there were 
fewer transactions, but the 
amount of proceeds In IPOs 
is about 40 per cent higher 
than last year,” says Mr 
Ramsey. 

Whatever the reason for 
the thinning volume, inves- 
tor sentiment far the sector 
remains robust According to 




After Ifm up-atartK tto rira to fee share prices of laige companies, such as Mcroaaft, has made It 
easier for them to pick off gmator start-up companies through mergers and acquis it ions ap 


Securities Data, the average 
share price gain for 1998 
IPOs has jumped to about 30 
per cent 

Nine of the top 10 best per- 
forming IPOs so far in 1998 
are technology shares, and 
nearly half of the top 10 are 
internet compani es. 

As of April 17, VeriSign. 
an online security service, 
led the pack, trading at more 
than 200 per cent above its 


offer price. 

Doubleclick, another 
internet company, is an 
online advertising network 
that has more than doubled 
in value since going public 
at 817 in late February. 

ACSYS is the sole top 10 
IPO not in technology. The 
company, which provides 
s taffing services, recently 
traded at more than twice its 
offer price of $8.50. 


Highlighting the risks 
involved with IPO investing 
is the list of worst perform- 
ing IPOs. 

Many health-related 
shares have not found 
favour with investors. Sev- 
eral top the list of recent 
poor performers, including 
Rockwell Medical Technolo- 
gies. which has plunged to 
8L44 since its January offer- 
ing. 


SYNDICATED LOANS* by Simon Davies 


State of considerable flux 


The virtual 
absence of 
Japanese banks 
has taken its toll 
on the market 

The syndicated loan busi- 
ness is In a state of almost 
unprecedented flax. For 
only the second time in 
close to two decades, mar- 
gins on loans hove been wid- 
ening. reflecting the decline 
in the amount of capital 
available in the market. 

The most significant fac- 
tors have been the near dis- 
appearance of the Japanese 
banks after the Aslan crisis 
unit the relatively unprofita- 
ble nature of a number of 
the loans. 

Japanese banks have 
turned their attention to 
problems in their domestic 
markets, and the so-called 
japan premium h« meant 
an increase in the cost of 
| capital for many banks. 

Historically, they have 
, provided an estimated 15 
j per cent of finance for the 
syndicated loan market, but 
in the first quarter of this 
year the number was below 
five. “It would be an opti- 
mist indeed who expected 
the Japanese banks to come 
back as a f on* in the next 
six months,” says Tim 
a managing director 
at Barclays Capital. 

Bank mergers, such as the 
combination of Swiss Bank 
Corp and Union Bank of 
Switzerland, have also faiimn 
out loan funding capacity. 
And the increasing focus on 
returns on capital among 
European banks has dr iv e n 
home the fact that syndi- 
cated loans have been 
scarcely profitable for manv 


of participants. 

Banks took on loans in 
tiie hope of ancillary busi- 
ness, bat this has been 
insufficient to justify the 
terms of many deals. 

Demand for loans has also 
declined. Many large corpo- 
rations took advantage of 
cheap standby .finance in 
1996 and 1997. 

Mr Ritchie points oat that 
emerging market transac- 
tions accounted for about 40 
per cent of total euromarket 
deals last year, but this 
plmnmetted after the Aslan 
crisis, as credit spreads wid- 
ened dramatically and bank- 
ers became more selective. 

As a result. Capital Data 
Loanware estimates that the 
value of deals signed in the 
first quarter of this year fell 
by one third to 8581m. 

It Is hard to pinpoint the 
effect of this on pricing. 
Most bankas estimate that 
pricing for big US compa- 
nies - such as Renters, 
which came to the market in 
January - has widened by 
five or more basis points, 
compared with a year ear- 
lier. Certainly, GU5 is pay- 
ing 12% basis points more 
for its latest syndicated loan 
than ft did in 3996, and Ciba 
faced similar pressure, when 
It funded the Allied Colloids 
acquisition. 

The 81bn loan for Incen- 
tive, the Wallenberg fami- 
ly's investment vehicle, 
struggled to drum up com- 
mitments, despite the allure 
of becoming a Wallenberg 
relationship tanit 

In the US market there 
has been the additional 
problem that several big 
European banks have been 
focusing their attentions on 
European deals. 

Tim Elliot, a managing 


director at JP Morgan, says: 
“The right borrower can 
still get the aggressive 
transaction done, so long as 
it Is handled correctly. But 
the market will probably 
shrink this year. So many 
people have done their core 
standby deals daring the 
trough in pricing. The ques- 
tion is, will the volumes be 
replaced by one-off special 
purpose deals.” 

One area where there is 
still significant a cti v it y is in 
leveraged loans - loans to 
non-investment grade cred- 
its. This has ballooned with 
the activity in European 
leveraged buy-outs. 

More than $gbn of deals 
look set to be completed in 
the first half of year, against 
$4.2im in the first half of 
1997. And Graham Clemp- 
son, managing director at 
Bankers Trust, says: “We 
think the leveraged loan 
market can continue at this 
run rate in Europe. There is 
a marked trend towards big- 
ger and bigger deals.” 

Given the pick-up in activ- 
ity, there have inevitably 
been problems. IPC and Wil- 
liam Hill both struggled to 
gain broad syndication, and 
Merrill Lynch had to poll its 
loan for HMV Media until it 
could find a structure that 
other bankers would except. 

Given the pace of growth 
in the market, such teething 
problems are inevitable, and 
banks are now throwing 
enormous resources at this 
segment of the market. US 
investment tumirc in partic- 
ular are trying to force then- 
way into what they see as a 
potentially hlgh-growth 
business, in tandem with 
the junk bond market 

Of course, the European 
loan market has seen such 


enthusiasm before. Deals 
such as Magnet and Isosce- 
les collapsed famously in 
the late 1980s and early 
1990s. But for the moment, 
this is a bandwagon that 
everyone appears to want to 
jump on. 

European economic and 
monetary onion should also 
be a useful catalyst for the 
market's development By 
encouraging the develop- 
ment of a broad and liquid 
capital market, it should 
encourage more companies 
to access the loan market, as 
well as issue bonds. 

Indeed, it is likely to 
encourage large scale fund 
raising in Europe by US 
multinationals that have 
been put off by fragmented 
European capital markets. 

They will be encouraged 
by the Loan Market Associa- 
tion's recent draft document 
on a code of practice for the 
secondary trading of syndi- 
cated loans. 

Last year saw the launch 
of two substantial loans that 
wore tradeable, namely IC1 
and BAT Industries, bnt the 
LMA should facilitate the 
development of a liquid sec- 
ondary market- This would 
clearly be desirable for 
banks - tire growth in the 
securitisation of loan portfo- 
lios is evidence of the banks’ 
demand for refinancing 
portfolios. 

In theory, it should be 
more attractive to borrow- 
ers as well, as greater 
liquidity should bring with 
it more attractive pricing. 
This has yet to happen - ICI 
and BAT had little choice, 
because of the size of the 
deals - but the LMA move 
to formalise the market 
would be a definite push In 
the right direction. 
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FUTURES • by Samer Iskandar 



bleflux 


Battle moves 
to new ground 


As liffe embraces 
electronic trading, 
the race for ■ 
market share 
changes direction 

The decision in Mim-h by the 
London Inte rnational Finan- 
cial Futures and Options 
Ex c h a ng e to adopt electronic 
trading has lifted (me of the 
main uncertainties weighing 
on the European derivatives 
landscape. 

It is now all but certain 

that the continent’s most 
actively traded contracts 
will be listed on one or more 
electronic p la t f orms by the 
end of next year. 

LiHe's decision also shifted 
the battle for market share 
on to a new ground. Hie typ- 
ical ope n outcry-versus-elec- 
tronlc trading debate has 
now turned to Frankfurt-ver- 
sus-London as Europe’s 

future financial capital 

With the Frankfurt-based 
Deutsche TerminbOrse steal- 
ing the laart from t.Wa in 


long-term German bond 
trading, observers predict 
the next battle win be for 
the dominance of short-term 
interest rate futures (STIRs)! 

Liffe still dominates this 
s e g men t of the market, with 
a quasi-monopoly on the 
three-month n- Marfr futur e, 
which is seen as the stran- 
gest candi date to become the 
reference contract for the 
planned single currency — 
the euro. 

- The London-based 
exchange is also hoping its 
lead in STIRs will be 
reinforced by the recent 
dedskm to launch a contract 
on three-month interest 
rates on.' the euro. liffe is 
betting that the new fixtures 
and options w£Q become ED- 
wide benchmarks. Its exist- 
ing contracts on the Ecu, the 
basket of European curren- 
cies, will '• automatically 
merge into the Euro con- 
tracts after die introduction 
of the single currency next 
January. 

Ecus will be converted to 
euros at a one-to-one rate. 


DERIVATIVES • by Samer Iskandar 


The search 
for growth 


The battle over a 
benchmark rate 
is crucial 
to London's 
financial future 

With European economic 
and monetary nwirm all but 
certain to go ahead with 11 
members ft nm nart January, 
derivatives experts are 
scrambling to find the next 
growth area. • 

The removal of up to ll 
national currencies and the 
convergence of interest rates 
and bond yields of rarticjpatv 
lug. countries will reduce 
ly^dg tn g needs, substantially. 
This is likely to result in' 
lower trading volumes on 
some of the most actively 
traded derivatives. ' -4 

Emu also raises questions 
about the continuity of exist- 
ing contracts based on cur- 
rencies that are about to dis- 
appear. 

While currency swaps are 
likely to decline dramatic- 
ally, interest rate swaps 
should become a larger, 
more integrated and more 
efficient market. The. devel- 
opment of this sector, how- 
ever, is conditional on tile 
adoption of a widely-recog- 
nised benchmark for 
short-term interest rates. 

Two rival groups, the Brit- 
ish Bankers Association and 
the European Banking Fed- 
eration and the Association 
Cambiste Internationale 
(representing the foreign 
exchange business), are" 
fighting over which refer- 
ence rate should be used - 
Euro Libor and Euribor, 
respectively. 

In private, a large number 
of participants active in the 
swaps market .admit their 
preference for Euro Libor, 
which makes the transition 
for existing long-term con- 
tracts less uncertain. 

However, continental 
European banks, French 
banks in particular, are 
being encouraged by the 
monetary authorities to 
favour the Euribor rate. 

“The battle between Libor 
and Euribor will determine 
whether London remains 
Europe's financial capital, or 
if this status shifts to the 
continent," says Michel P6re- 
life, global head of deriva- 
tives at Paribas. 

The main differences 
between the two rates stem 
from the choice of participat- 
ing banks. The Euribor 
index will be an average of 
rates quoted by some 60 
banks from every EU coun- 
try, as well as a handful of' 
overseas 

The Euro Libor rate will 
be compiled and published 
by the British Bankers Asso- 
ciation -in the same mann a* 
as Libor rates on existing 
currencies. The Libor rates 
are averages of between 
eight and 16 lending rates, 
representing only the most 
creditworthy banks- 

-To get 60 banks in a:Sam-.. 
pie. you have to go down the 
credit curve,? says, one 

Knntfgr in LmrfOB. f ‘YOU 3K 

no . longer talking of thfi.beet 
rate available to the best 
borrowers." . ' . 

Proponents of Earn Libor 
also claim the /i ndex w iU 
mai»a for an easier transition 
f rom rational Libor rates ua 


existing contracts . that 
mature after Rmn. Most out- 
standing interest rate swaps 
are based on Libor rates. 

‘In practice, the .swaps mar- 
- ket in euros is stifl in its 
early days, with few active, 
participants. Because the 
exact composition of the sin- 
gle currency Is not yet 
known, existing swap agree- 
ments have been designed 
with forward starting dates 
of January 1999 or later. 

“We may well see split 
allegiances for some time, 
but the market Is bound to 
converge an one ben chmar k 
eyenpwSy" say^ PauL Rac- 
ial, heed of fixed income for 
Europe at Morgan Stanley 
Dean Witter. 

Analysts also predict that 
other markets will develop, 
writer the euro’s Introductions 
Growth in currency swap#: 
between the euro and the 
dollar, for example, is likely 
to pick up. . . . 

As the Emu area expands, 
some existing segments of 
the interest rate swaps mar- 
ket should see increased 
activity. This is already the 
case with the Greek 
drachma, where swaps have 
become more liquid since 
Greece joined the Exchange 
Rate Mechanism in March, 
in anticipation of Emu par- 
ticipation. 

“We are seeing the emer- 
gence of new swaps business 
in eastern European curren- 
cies; on the back of the 
pyptw-fod continuation of the 
convergence process." says 
Frederic Janbon, global head 
of interest rate derivatives at 
Paribas. 

Other promising sectors 
include equity derivatives, 
which, should benefit from 
the introduction of pension 
funds in countries such as 
France! “Pension fund inves- 
tors who will be exposed to 
equities for the first time, 
will want savings vehicles., 
with guaranteed returns," 
says one French banker. 
“This is where' derivatives, 
have a role to play. The 
growth momentum is very 
strong in equity deriva- 
tives.” 

Appetite for . emerging 
market inv e stment, which is 
making a come-back after 
the Asian crisis, should also 
bring about innovations. As 

one US banker says: “People 

got burned In the emerging 
-markets.- They want to get 
back in. but this time round 
they will not get involved 
without decent protection." 

The Asian crisis has also 
highlighted the importance 
of credit derivatives, a s mall 
but fost-growing market As 
the number , of defaults by 
Asian borrowers increased, 
investors realised that man- 
aging default risk was 
b ecoming as important as 
calculating currency , and 
market risk. “Credit deriva- 
tives are one of the next 
growth, areas." says Mark 
Rodrigues, head of the gbbal 

riskroanagemant practice at 
American Management 
Systems, the information 
technology consultants. - 
A recent survey pu bl is h ed , 
by Risk; the fmanrial -risk; 
manag ement' m ag atfae , esti-' 
mates the credit derivatives 
market at and predict, 

it coul d grow to as tnnch -aa ' 
jft OOQ brt by 2000 -ta terro&'Of: 
moderiying amount./. - * *- 


Existing futures and 
options on Goman and Ital- 
ian interest rates will also 
- converge towards the euro 
contract, provided both, cur- 
rencies are founding mem-' 
bers of economic and mone- 
tary union. The conversion 
of these contracts, however, 
will be Jess straig h tforw ar d 
because they will require 
some rounding. 

The DTB’s f-hanro* of com- 
peting against Lifife' In the 
STIR segment will- depend 
on several factors. 

First, the German 
exchange win have to decide 
whether to create a new 
range of eurordenominated 
products or change the 

’ d ennmtnattnti of fas ATfqt tn g- 

D-Mark contracts once the 
exchange rate of the D-Mark 
against the euro is fixed. 

Second, the DTB will have 
to choose a reference rate 
against which its products 
wfll be settled. Liffe has ' 
already opted for the Tendo n 
Interbank Offered Rate - 
Libor - compiled by the Brit- 
ish Bankers Association. 





Traders outride Liffe: the decMon to adopt ■toc tumlL trading has Bftod one of the main sources of uncertainty wetf fe g on (he derivatives landscape 


Ldffe’s existing contracts an 

♦tin Ecu, D-Mark qj TtrfHan 

lira are. all based on the 
BBA’s respective Libor rates 
for these cnrrenclBS- 

Unhke r.iffej which baa to 
avoid a borT og that could, 
unsettle its well-established 
c ont ra cts f rom their leading 
positions, DTB can afford to 
take risks. With an almost 
negligible Share of the three- 
nirmth earesnark nwrimt. it 
has a lot to gain and little to 
lose by introducing radical 
changes to the product’s 
ch a ract e ristics. 

The DTB might be 
tempted to differentiate its 
contract from Llffe’a, for 


examp le, by using a different 
benchmark such as Euribor * 
the pan-European reference 
rate advocated by the Euro- 
pean Waniring Federation 
and the Association Cam- 
baste Internationale, a for- 
eign exchange trade group. 

Matif, toe French deriva- 
tives exchange operated by 
SBF-Parls Bourse, has 
already chosen to peg its 
Pibor three-month future to 

Euribor from nigrt . Ta n nar y 

Choosing *h» same bench- 
mark would allow the DIB 
to pool its resources and. cus- 
tomer base with Motifs. 

Such a strategy would also 
help to reinforce links 


between the two exchanges, 
which are planning to offer 

their contracts on a single 

electronic trading platform 
from next year, as part of a 
co-operation agreement 
called Euro Alliance. 

However, choosing Euri- 
bor as a reference could be 
risky. Bankers in London 
are sceptical about Euribor’s 
chances of hwpngmg itself as 
a benchmark, in spite of toe 

French - and, to a lesser 
extent, German — political 
d fftffminiitiftn to ♦nab** Euro- 
pean banks adopt it 
Analysts are predicting 
that Euribor win an average 
be higher than Euro Libor 


by a few basis points. This is 
due to the presence of banks 
with low credit ratings in 
the sample of roughly 60 
contributors. Euro Libor, in 
contrast, will reflect the best 
rate available to the highest 
quality of bo r rowe r s. 

The outcome of the expec- 
ted battle over STIRs will 
also be determined by trad- 
ing costs. The DTB’s domi- 
nance of tiie bund contract 
was made possible mainly by 
the exchange’s cheaper elec- 
tronic platform, which 
allowed it to charge users 
lower fees than Liffe. 

Liffe believes that traders 
of short-term interest rate 


contracts are less sensitive 
to cost. The success of its 
STIRs, Liffe claims, is attrib- 
utable to the open outcry 
floor trading method, which 
makes it easier to implement 
complicated trades combin- 
ing a wider range of maturi- 
ties. 

But Liffe. which says its 
planned electronic platform 
will be “capable" of trading 
all its products, still has to 
decide whether it will shift 
STIRs on to the system. 
After a series of tough deci- 
sions in recent weeks, this 
remaining choice might yet 
prove one of the exchange’s 
biggest challenges. 
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BOND MARKETS • by John Ridding in Hong Kong 

A way out of 
the crisis 


Lack of long-term 
funding played a 
big part in 
causing the 
region’s troubles 

Amid the upheaval of Asia's 
financial crisis, one lesson 
seems clear. 

•"The only way out is to 
mobilise private sector 
resources," says Donald 
Tsang. Hong Kong’s finan- 
cial secretary. "We need to 
develop a deep and liquid 
bond market in the region." 

While officials, economists 
and fund managers are 
divided over regional Issues 
ranging from recovery pros- 
pects to the role of the IMF, 
all agree that the lack of effi- 
cient long-term funding has 
played a big part in the 
region's crisis and must be 
remedied to prevent a 

repeat. 

Encouraging signs are 
emerging. Both Hong Kong 
and Singapore are taking 
steps to develop the institu- 
tions and market infrastruc- 
ture required for bond mar- 
ket development. 

But the crisis which the 
measures are intended to 
address could itself compli- 
cate progress, and the foun- 
dations for the industry are 
surprisingly shallow. 

While the capitalisation of 
the US bond market is sub- 
stantially in excess of US 
gross domestic product, the 
bond markets in east Asia's 
developed economies aver- 
age about 30 per cent of GDP 


according to World Bank sta- 
tistics. 

Liquidity ratios for bond 
markets in the region - the 
average daily turnover as a 
percentage of outstanding 
bonds - is less than one for 
most economies. 

That partly reflects the 
fact that much of the domes- 
tic bond market that does 
exist Is effectively comprised 
of short-term syndicated 
loans, where the banking 
syndicate buys the debt and 
holds it to maturity. 

This gap In financial mar- 
kets is easy to explain. Most 
governments have avoided 
funding development 
through fiscal deficits and 
have felt little pressure to 
issue bonds. 

On the corporate side, 
ready access to bank loans 
ami, more recently, surging 
equity markets have pro- 
vided easy and relatively 
cheap capital 

The results are now 
equally clear. The high lev- 
els of short-term debt and a 
hazardous maturity mis- 
match between borrowing 
and revenue has pushed 
many regional companies to 
the wall 

Although it was the combi- 
nation of devaluation and 
US dollar debts that proved 
fatal for many of the corpo- 
rate casualties, the reliance 
on bank funding was already 
excessive. 

“Asia’s need for capital 
outpaced the ability of its 
markets to intermediate cap- 
ital flows and it has been left 
too dependent on short-term 


bank borrowing, ” says 
Sevan Watts, chief operating 
officer of Merrill Lynch Asia 
Pacific. 

“With deeper bond mar- 
kets there would have been 
greater diversification of 
funding and much less risky 
alternatives, " adds a director 
from another Hong Kong 
inves tment bank. 

For the moment the very 
turmoil which has high- 
lighted the need for bond 
market development has led 
to a hiatus in activity. With 
yields surging and ratings 
falling to junk bond status, 
issuers are being forced to 
bide their time. 

But once stability Is 
restored most expect a swift 
return to the fray, with 
Korea expected to lead the 
way in terms of size and tim- 
ing. 

"Obviously it won't be an 
easy sell.” says the bead of 
fixed income at one Euro- 
pean bank. “But this tag tart 
a sobering effect on regional 
governments and they will 
probably be realistic about 
the terms of issue." 

In addition to short-term 
preparations, more funda- 
mental reforms are afoot. 
Hong Kong has launched a 
Mortgage Corporation which 
will buy and securitise hous- 
ing loans from banks. 

In conjunction with the 
planned launch of its Manda- 
tory Provident Fund, a com- 
pulsory pension scheme, this 
will help to develop supply 
and demand for fixed income 
securities. 

The territory has already 



Donald Tsang, Hong Kong’s financial secretary; Tha only way out Is to mobiSse private sector resources' 

measures. 


been seeking to foster a bond 
market through government 
issues and the development 
of a yield curve - a govern- 
ment benchmark against 
which corporate bonds can 
be priced. 

Maturities for exchange 
fund bills, effectively trea- 
sury bonds, now extend up 
to 10 years. 

Eager to sharpen its com- 
petitive edge as a financial 
centre, and with the aim of 
narrowing the gap with 
Hong Kong. Singapore has 
recently announced its own 
package of deregulation 


Although the Initiatives 
cover a broad range of busi- 
nesses. the development of a 
bond market is among the 

goals. 

Lee Hsien Loong, deputy 
prime minister, said in Feb- 
ruary that the government 
had accepted almost all the 
ideas suggested by a commit- 
tee of bankers aimed at 
boosting the island state's 
financial services industry. 

He said the government 
would place a greater pro- 
portion of public reserves 
with private funds and 


would issue longer-term debt 
to allow benchmarking for 
corporate issues. 

The financial committee 
also proposed that pension 
funds should invest in bonds 
and that banks or companies 
with government backing 
should issue debt 

Most in the industry 
believes Hong Kong has an 
edge in the competition to 
build a role as a regional 
bond centre. It already has 
several quasi-government 
institutions issuing bonds, 
including the Mass Transit 
Railway Corporation, and 


has a broader and deeper 
infrastructure In support 
businesses. 

“Hong Kong Is the main 
banking centre outside 
Japan, and it also has the 
back-up services in law and 
accountancy which you 
would need to expand the 
bond market,” says the head 
of treasury at one invest- 
ment bank. 

“It also has a deeper mar- 
ket for interest-rate swaps 
and a transparent deriva- 
tives regime, which are use- 
ful auxiliaries for a bond 
market.” 


Mnw Gfanidr 

With north-east Asia and 
the members of Asean all 
lacking long-term fixed 
income funding, however, 
there may well be room for 
several bond trading and ini- 
tiation centres. There is cer- 
tainly a need. 

“Frankly, in terms of 
regional prospects it doesn't 
matter where the trading 
centres develop," says one 
Asian finance official "What 
matters is that we mobilise 
our high savings rates and 
channel them through more 
efficient and safer instru- 
ments." 


JAPAN • Gillian Tett in Tokyo 


No longer a Cinderella 

banks TtSve been t rimmin g Japan is highly inefficient at 1996, for example, non-ba 


Big changes are 
afoot as the 
barriers to 
expansion are 
brought down 

Japan’s capital markets 
have long appeared to be the 
Cinderella of the country's 
financial world. In a coun- 
try with seven of the world’s 
largest 10 banks, Japan's 
capital markets have tradi- 
tionally taken second place 
to the giant banking indus- 
try. 

But a dramatic change is 
afoot. Over the past year the 
corporate bond market has 
surged: preliminary esti- 
mates calculate that 
straight corporate bond 
issues reached a record 
Y8,700bn in fiscal 1997, 54 
per cent higher than the pre- 
vious year. 

With Japan’s total govern- 
ment and non-government 
bond market now worth an 
estimated Y50,000bn, hopes 
are rising that the surge 
will continue. As Stuart 
Baker, managing director 
with Barclays Capital in 
Tokyo says: “There has been 
an enormous pick up in cor- 
porate issuance in the last 
year. 

“It is quite clear to ns that 
the market is going to con- 
tinue to grow rapidly.” 

That corporate surge 
reflects both short and 
long-term shifts in the Japa- 
nese market. In recent 
months, the country’s big 


trimming 
their lending, as a result of 
their mounting financial 
problems. 

With their capital bases 
shrinking, banks have been 
forced to cut assets to meet 
international capital ade- 
quacy standards for the fis- 
cal year ending March 31. In 
the year to March, for exam- 
ple. banks loans fell L6 per 
emit - the biggest fall seen 
this decade. 

This reduction has left 
many companies facing a 
cash squeeze. The govern- 
ment has tried to help 
smaller companies by pledg- 
ing Y23,000bn worth of new 
loans from government 
financial institutions. The 
squeeze, however, has 
encouraged many larger 
companies to turn to the 
capital markets. 

Earlier this year Mitsubi- 
shi Heavy Industries, for 
example, issued YlOObn 
straight bonds for the first 
time in six years, saying 
that bank lending has failed 
to meet its credit needs. 
Toyota, the car group, 
recently floated a Y200bn 
issue - the largest straight 
corporate bond issue ever 
made in Japan. 

The surge also reflects 
longer term changes in 
Japan's economy. As the 
country's population ages, 
the government is making a 
determined effort to stimu- 
late the capital markets as 
part of a broader package of 
financial reforms. 

This initiative is of criti- 
cal importance because 


Japan is highly inefficient i 
allocating capital. The rea- 
son for this is that the finan- 
cial system set up after the 
second world war was pri- 
marily aimed at converting 
the country's vast savings 
into cheap loans to support 
industrial growth, via the 
banks. 

Capital mar kets were con- 
sequently poorly developed, 
compared to those erf other 
western countries. 

This system helped build 
Japan’s industrial machina. 
But it is coming under grow- 
ing strain: with Japan’s age- 
ing population, it needs 
higher returns than those 
being offered by Japanese 
banks, which dominate the 
savings market 

To address tins, the gov- 
ernment has drawn up a 
wide-ranging programme of 
financial deregulation, 
dabbed “Big Bang” after the 
reforms that took place in 
London in 1986. 

The programme does not 
explicitly aim to clip the 
whigs of the banks but this 
is widely understood to be 
an implicit goat 

As Yoshiaki Kaneko, 
senior managing director of 
the Tokyo Stock Exchange 
says: “Japan’s economy is 
currently based around indi- 
rect financing (from banks). 
But in future direct financ- 
ing (through the capital 
markets) will prevail" 

In line with this goal, 
“Big Bang” includes 
reforms designed to inject 
more freedom into the capi- 
tal markets. During fiscal 


1996, for example, non-bank 
financial institutions will be 
allowed to issue straight 
bonds and commercial paper 
for the first time. Japan’s 
fast growing consumer 
finance groups, such as Tak- 
efoji, are expected to be 
among the first groups to 
leap at the chance- 
ls fiscal 1999 all basics 
will be permitted to issue 
bonds as well (at present the 
right is generally limited to 
long-term credit banks.) 
Meanwhile, as a host of 
industry barriers are 
removed, it will become 
easier for banks to enter the 
securities dealing business 
through subsidiaries. 

This is likely to spur new 
competition: since banks 
were permitted to enter the 
bond underwriting market 
four years ago some groups, 
such as Industrial Bank of 
Japan, have become serious 
competitors to the Japanese 
brokers. 

Greater innovation will 
also be encouraged by the 
removal of some restrictions 
on products, such as 
advanced form of deriva- 
tives. A broader range of 
investment trusts will be 
permitted, in an effort to 
stimulate consumer appetite 
for securities investments. 

Meanwhile, efforts are 
being made to expand 
Japan's under-developed 
securitisation market, by 
malting it easier to establish 
special purpose companies. 

Although the securitisa- 
tion market is a mere 
Y6,000bn, many observers 


are predicting that it will 
rise sharply - particularly 
since the financial pressures 
on the hanks are encourag- 
ing some to securitise their 
assets. 

As David Atkinson of the 
US investment bank Gold- 
man Sachs says: “Japanese 
fill arena! markets are inefft 
cient because banks have 
fantastic quantities of assets 
on their balance sheets at 
incredibly low spreads 
which belong hi the capital 
markets. This needs to 
change.” 

How quickly such a shift 
win occur remains unclear - 
not least because problems 
stffl hamper Japan’s efforts 
to create a truly efficient 
capital market 

It does not yet have the 
legal system to support a 
mas sive securitisation wave. 
The short-term government 
bond markets remain rela- 
tively underdeveloped. The 
prefecture! bond market 
continues to be hampered by 
the fact that different gov- 
ernment regions are still 
forced to issue bonds at 
identical rates. 

Meanwhile, the tax system 
is a distinct deterrent to for- 
eign investors: Japan Is 
unique In the Group of 
Seven in Imposing a with- 
holding tax which penalizes 
non-residents who wish to 
trade. 

Nevertheless, in spite of 
these problems, the upward 
trend Is dear. “In the next 
few years we think this mar- 
ket will really take off”, 
argues Mr Baker, who is 
expanding his team in 
Tokyo in anticipation of the 
changes. “It Is a very exert- 
ing- lime.” 









HAT BROUGHT THEM TOGETHER? THE BIRTH OF A STOCK MARKET. 
WHAT KEEPS THEM TOGETHER? THE BANK OF NEW YORK 

In January of 1996, under the open-market forces of perestroika, Vagit Alekperov and Dr. Betty Tibbs took their 
place in history. Three thousand shares of Russia's Lukoil changed hands in U.S. markets for the first time 
ever. e Since then, dozens of Russian companies have accessed money from overseas capital markets through 
tool called the Depositary Receipt. • The bank selected to make this happen? The Bank of New York. ® Today, thou- 
sands of clients worldwide are using The Bank of New York to enhance relationships with their investors. In Russia 
Chairman Vagit Alekperov and investor Dr. Betty Tibbs are just, one example. • Visit us at www.bankofny.com/adr 
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AUSTRALIA * by Gwen Robinson in Sydney 


Foot on the accelerator 


LATIN AMERICA • by Henry Tricks 



The aim is to turn 
the country into 
a regional 
financial and 
business centre 

Moves by the Australian 
government and the private 
sector have converged to 
accelerate the drive to trans- 
form the country into a 
regional financial and busi- 
ness centre. Leading the 
way are the government's 
ambitions plans to overhaul 
banking regulations and 
corporate law. 

Australian capital mar- 
kets, meanwhile, are pursu- 
ing ambitions plans to con- 
solidate the new 
momentum. 

The Australian futures 
and stock markets have 
recorded overall growth in 
turnov er and capitalisation 
over the past year, in spite 
of the Asian financial crisis 
which has affected invest- 
ment inflows. 

The Australian Stock 
Exchange is due to de-mu tu- 
alise and list itself later this 
year, in a move that will be 
closely watched by regional 
markets. 

The Sydney Futures 
Exchange, meanwhile,’ is 
planning to become the first 
large futures market to 
make its operations folly 
electronic, replacing its tra- 
ditional open-outcry trading 


system with a computerised 
system. 

The switch to on-screen 
trading, which is expected 
early next year, follows the 
SFE’s move to eleventh from 
fifteenth position fu global 
rankings in March, accord- 
ing to tiie Futures Industry 
Association which repre- 
sents more than SO futures 
markets around the world. 

The government's finan- 
cial reform programme fits 
in neatly with planned mar- 
ket changes and it has been, 
stepped up in order to 
attract regional investors 
following the Asian crisis. 

The programme wQl deal 
with a range of issues, from 
streamlining procedures for 
corporate takeovers to low- 
ering the costs of fund-rais- 
ing and easing regulation of 
banks and fimwirfai institu- 
tions- 

The initial changes to 
banking regulations, which 
were announced in March, 
led to banking licenses 
being granted to AMP, Aus- 
tralia's largest insurance 
and financial services 
group, and Rothschild Aus- 
tralia, an arm of UK-based 
Rothschild & San. - 

The approvals reflect the 
new licensing flexibilities 
and em phasis on promoting 
competition in the banking 
sector, Peter Costello, Aus- 
tralian treasurer, says. 

The licenses enable AMP 
and Rothschild, the first for- 


eign bank to gain authority 
under the new rules, to 
establish banks through 
holding company structures. 

In the past, financial 
groups with hanking 
operations were generally 

not permitted to set up non- 
operating holding company 
structures. 

Most of the proposed 
reforms, based on the 
recommendations of the 
1996 “Wallis inquiry” into 
financial system reform, 
most be approved by parlia- 
ment Mr Costello says he is 
confident of wide support 
for a programme which be 
says will demonstrate to the 
world that “Australia is the 
right place in which to do 
business on a regional 
basis". 

Government officials say 
that the Asian crisis has 
added impetus to the gov- 
ernment's push. It has faced 
mounting criticism that it 
was dragging its feet over 
the Wallis recommendations 
but Mr Costello now hopes 
to have the most important 
reforms approved by July 
this year. He has already 
established two new regula- 
tory “super-bodies” to 
advise on and oversee the 
changes. 

Under the proposed 
reforms, oversight for all 
deposit taking institutions 
such as banks and credit 
unions would be shifted 
from the centra] bank to a 


single regulator, the Austra- 
lian Prudential Regulation 

Authority (AFRA). 

The new authority would 
take over the prudential reg- 
ulatory powers of the 
Reserve Bank of Australia, 
and would eventually take 
charge of the supervision of 

all deposit-taking institu- 
tions, iwairpTifp companies 
and superannuation foods. 

The body would combine 
the supervisory structures 
of three national and six 
state regulatory bodies- By 
the aid of the year, other 
non-bank financial institu- 
tions would be moved to a 
common prudential regime 

under APRA, Mr Costello 
says. APRA Is expected to 
begin operations on July L 

Another new body, the 
Australian Securities and 
Investments Commission, 
will take over the corpor a te 
regulatory functions erf the 
Australian Securities Com- 
mission, the main corporate 
regulator, as well as taking 
charge of the consumer pro- 
tection and watchdog func- 
tions of bodies such as the 
Insurance and Superannua- 
tion Commission. 

BrtttigrMIflc says Hurt the 
banking license will allow it 
to compete on a “level 
playing field”. It adds that 
whfle the range of products 
it offers in Australia will 
not change significantly, it 
is important that competi- 
tion with existing Austra- 


lian hanks will be governed 
by common rales. 

In changes to corporate 
Roles on takeovers and cor- 
porate fund-raising will be 
relaxed under reforms that 
will also improve company 
reporting standards and 
facilitate the spread of elec- 
tronic commerce. 

The time and costs which 
are associated with hanking 
and capital market transac- 
tions. especially small com- 
pany capital raising and 
takeovers, will be more than 
halved, according to offi- 
cials. 

But one critical barrier to 
Australia's goal of becoming 
a financial centre remains: 
tax reformu 

This obstacle is the hard- 
est to overcome. Mr Costello 
acknowledges that the cor- 
porate tax regimes in 
regional centres such as 
Singapore are still more 
a t tract i ve to International 
financial services compa- 
nies. 

Australian tax rates, 
whicb -are substantially 
higher than the 15-20 per 
cent levels in Singapore and 
Hong Kong, cannot seri- 
ously compete with south- 
east Asian financial centres. 

Taxation, says Mr Cos- 
tello, is “the only area 
where Australia lags and 
where we have got to fill in 
the picture . . . that’s the last 
piece of the picture coming 
into the Jigsaw”. 


SOUTH AFRICAN BONDS • by Victor Mallet in Johannesburg 


The market 
comes of age 


Increased 
transparency and 
liquidity has 
helped attract 
global investors 

South Africa’s domestic 
bond market, with the help 
. of active foreign investors 
and speculators, has grown 
rapidly in the past few years 
ami appears to have come of 
age with the introduction erf 
new primary dealership sys- 
tem at the beginning of 
April. 

The Department of 
Finance, anxious to improve 
transparency, increase 
liquidity and enhance the 
market's international 
attractions, has appointed 12 
primary dealers in govern- 
ment brads. 

The 12 - six foreign banks 
and six local - are obliged to 
participate in weekly auc- 
tions of new stock and to 
maintain liquidity in the sec- 
ondary market by quoting 
two-way prices. 

Government officials 
announce funding p la ns in 
advance, and in the 1998/99 
financial year have said they 
plan to issue about RSlbn of 
domestic bonds of various 
maturities. 

"They have done their 
damnedest to be very trans- 
parent in all aspects," says 
Lera Myburgh, fixed-income 
dealer at Barclays Capital in 
Johannesborg, one of the 
primary dealers. “They want 
to make the market sophisti- 
cated." 

Roelf du PJooy, head of the 
money and capital markets 
department of the South 
African Reserve Bonk (the 


central bank), agrees. “It’s 
more modem and it’s much 
more transparent,” he says. 
“I also think that if s not the 
function of the central bank 
to be involved In the funding 
side of government" 

The regular auctions 
replace the previous “tap" 
system in which the Reserve 
Bank was responsible for 
always quoting two-way 
prices in the secondary mar- 
ket and traded stock in 
opaque dealings which left 
buyers unclear as to whet h er 
they were buying new or 
previously issued bonds. 

With the arrival of foreign 
banks in South Africa and 
the quick development of the 
bond market, the Reserve 
Bank’s share of turnover had 
in any case declined steeply 
over the past few years from 
more than 35 per cent to 
around l or 2 per cent Mr du 
Plooy says. 

Other Improvements to 
the market had already been 
introduced, including an 
internationally accepted 
three-day settlement system 
(“T+3”) which came into 
operation in November .last 
year. 

The Reserve Bank, . 
absolved of its responsibility- 
to maintain liquidity in the 
secondary market, can now 
concentrate on its prime 
task of enforcing monetary 
policy without fear of dis- 
tractions - although it main- 
tains a constant presence in 
the market anyway to dis- 
guise any intervention. 

Within about a month, the 
auction should be fully com- 
puterised using a Bloomberg 
system. At present, the mar- 
ketm&kers make bids by 
telephone and confirm them 


by fax. 

It then takes about 30 min- 
utes for the Reserve Bank, 
which oversees the process, 
to announce the allocations. 
This process should be 
reduced to about ID minutes 
once the Bloomberg system 
is installed. 

Banks have welcomed the 
changes. “We tried for at 
least 10 years to get this 
thing going." says Mike 
Lament who used to work 
at the Reserve Bank and is 
now director, fixed income, 
at Standard Bank, another 
primary dealer. 

“I think its working. If 
you look at other markets 
they have all gone that 
route. By forcing the guys to 
quote two-way prices you 
guarantee liquidity and it all 
happens fairly transpar- 
ently." 

The auction system may 
need to be fine-tuned, he 
says, but it is an improve- 
ment on the previous 
method of issuance. "The 
code and the rales have been 
based largely on the those of 
the UK and Canada," says 
Mr Lamoni. “In the past it 
took months to find out 
what was done.” 

South Africa’s bond mar- 
ket has benefited from a 
sharp rise in foreign interest 
since the 1994 election that 
ended white minority rule. 
Last year the total nominal 
value traded rose 36 per cent 
more than 1996 to R4,628hn, 
and in the first two months 
of 1998 the turnover was 56 
per cent up on the same 
period in 1997, according to 
Barclays Capital 

Among the attractions of 
South Africa is the high real 
yield of about 7 per cent on 
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typical bonds - that is, the 
yield minus inflation, which 
has recently fallen to just 
over 5 per cent A risk for 
foreign bond and equity 
investors is the volatility of 
the rand. 

But the country is also 
perceived to be politically 
stable by the standards of 
Emgrg fa g markets, and the 
government continues to run 
a budget deficit that will 
require further borrowing. 
Marketmakers add that 
there is growing interest in 
South African debt deriva- 
tives as the market becomes 
mare sophisticated. 

In addition to the govern- 
ment’s annual need for bond 
funding of about R30bn. 
state-controlled corporations 
such as Eskom. the electric- 
ity utility, and Telkom also 
issue about RIObn a year. 
The state also taps foreign 


1997 


199ft 


markets to the tune of per- 
haps R5bn a year. Bonds 
with a nominal value of 
some R370bn are currently 
in issue. 

Even if South African 
bonds remain vulnerable to 
currency shocks and to the 
kind of downturn that 
struck last October in the 
midst of the Asian financial 
crisis, both the Reserve 
Bank and the marketmakers 
say the start of the new auc- 
tion system suggests that 
South Africa is more than 
keeping up with its interna- 
tional rivals in the second 
tier of the world’s bond mar- 
kets. 

“We are quite happy with 
the way the first auctions 
went," says the Reserve 
Bank's Mr du Plooy. Bids, he 
says, were aggressively 
priced, “so it looks very 
promising”. 


Issuers forced to 
be creative 


Bonds have 
flickered back 
to life but 
share prices 
are languishing 

Latin American bond 
issuance, almost extin- 
guished in late 1997 by the 
Asia crisis, has flickered 
back to lifo thta year, but the 
region’s equity markets 
remain stubbornly comatose. 

“The money is afraid," 
says Wilber Colmerauer, 
director of capital markets at 
BBV La tin vest in London. 

With reason. All Latin 
American stock market indi- 
ces, except Brazil, were 
either fiat or down by mid- 
April this year, while then- 
counterparts in US and 
Europe had surged. 

Share prices of most Initial 
public offerings out of Latin 
America last year are lan- 
guishing below their issue 
price, and analysts say there 
is a mis -match between the 
price fund managers are 
demanding to buy into new 
issues and the discount com- 
panies are prepared to offer. 

Consequently, new equity 
issues all but dried up. Capi- 
tal Data of London, which 
tracks bond and equity 
issues, logged no Latin 
American international 
share issues in the first 
quarter of 1998, compared 
with $90m raised in the same 
period last year. 

Led by sovereign borrow- 
ers. Latin American access 
to the bond markets has 
picked up after being virtu- 
ally shut off during the 
worst foil-out of the Asian 
crisis. 

In the bond markets. Capi- 
tal Data says fixed and float- 
ing-rate issues totalled 
$I4.3bn in the first three 
months of this year, com- 
pared to $l2.5bn in the first 
quarter of last year. 

But investment bankers 
say Latin American corpo- 
rate borrowers are still 
reluctant to bring bond 
issues to market, chiefly 
because investors are 
demanding higher spreads 
than those available before 
the Asia “contagion". 

“The landscape is chang- 
ing from 1996 and 1997 ” says 
Michael Corbat, head of 
emerging market debt origi- 
nation at Salomon Smith 
Barney, the US investment 
bank. “The rI»* and breadth 
of orders isn't what It used 
to be.” 

However, a “core constitu- 
ency" made up mostly of 
funds dedicated to Latin 
American fixed income has 
underpinned demand, and 
Mr Corbat estimates bond 
issuance this year will be 
close to the $63bn level 
achieved in 1997. 

Sovereign borrowers, led 
by Argentina. Brazil and 
Mexico, have hroken ground 
in the bond markets by 
launching Slbn-plus global 
Issues but they have been 
forced to be creative. 

Brazil encouraged demand 
for its 51.25bn 10-year global 
by raising spreads 25 basis 
points to 375 bps over US 
Treasuries at the last 
moment 

Argentina covered the 
bulk of its $8bn borrowing 
needs for this year by tap- 
ping the markets early. 

For investment banks anx- 
ious for a new crop of man- 
dates, Mr Corbat says the 
clear trend in Latin America 



Breaking new ground: Mexico City. Along with Argentina and 
Brazil, Mexico has launched Sltevpius global issues SMium* 


is "one-stop shopping": offer- 
ing bank loans and bridge 
financing to borrowers in 
exchange for the right to 
arrange bond deals to 
replace the financing when 
market conditions improve. 

Spreads are still higher 
than their pre-Asia levels, 
however, and some special- 
ists say the market contin- 
ues to be overshadowed by 
fears of further Asian woes 
as well as the birth of the 
euro, which could initially 
crowd out the market for 
dollar borrowers. 

“There’s the feeling that 
the growth in exposure to 
dollar-based assets is going 
to go rather slower [because 
of the euro], which makes 
Latin American corporate 
issuers rather more cau- 
tious," says Chris Portman. 
assistant director of research 
at ANZ Investment Bank. 

On the other hand, he 
notes that Latin American 
countries have few of the 
structural weaknesses that 
have plagued their south- 
east Aslan counterparts, 
such as a mountain of corpo- 
rate debL 

Also, when Latin America 
was initially side-swiped by 
the Asia fell-out. govern- 
ments. particularly in Brazil 
end Argentina, swiftly put in 
place policies to protect their 
greatest vulnerability - the 
strength of their currencies. 

At the right price, bankers 
say Latin American borrow- 
ers are still attractive invest- 
ments. not least because 
international markets are 
still awash with liquidity, 
and low US Treasury bond 
yields are forcing some 
Amds to stomach more risk 
to raise their returns. 

Not necessarily so. how- 
ever, in the equity markets. 
Except for dedicated Latin 
American funds, most equity 
Investors are taking what 
BBV Latin vest’s Mr Colmer- 
auer eatis the “easy, justifi- 


able solution" and staying 
put in mature markets. 

“People are afraid of get- 
ting their fingers burned 
again." he says, noting that 
Mexico's 1994 peso crisis, as 
well as Brazil’s near melt- 
down last October bad been 
painful learning experiences. 

Economic problems have 
also weighed on the markets. 
Low metals prices have 
affected Chile, a dip in oil 
revenues has forced Mexico 
and Venezuela to reduce 
their 1998 spending budgets, 
and Brazil and Argentina's 
currencies continue to be 
concerns. In Brazil, the Sao 
Paulo state government's 
failure to find a bidder in 
mid-April for power distribu- 
tor Bandeirontes cast doubt 
on its $45bn privatisation 
programme. 

Such factors, tacked on to 
the global aversion to emerg- 
ing markets assets as a 
whole, help explain why 
fund managers have beaten 
a hasty retreat from most of 
the region's equity markets. 

According to Richard 
Blackett, head of interna- 
tional capita] markets at 
Salomon Smith Barney, 
international funds by mid- 
April had ebbed out of Latin 
America almost every week 
for eight months. 

Potential issuers are reluc- 
tant to tap the markets 
because investors are 
demanding bargain prices in 
return for the risk. New issu- 
ance out of Latin America. 
SalomonSB says, is at its 
lowest level in six years. 
Two cellular phone deals, in 
Colombia and Ecuador, have 
been pulled because of the 
lack of demand. 

What prompts a rebound 
may depend simply on bow 
ready companies are to issue 
shares at prices cheaper 
than they are used to. 
“Either money flows turn 
around or issuers bite the 
bullet." Mr Blackett says. 
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RICHARD DONKIN 


Flexforce of the future 


The UK employment and education system 
should adapt to changes in work patterns 


It could have been a typical 
mothers' coffee morning on 
a typical and fairly new 
middle-class housing estate 
in Bedford in England. 
Except that Irene, Sam Sue, 
Eva and Lindy were there 
to discuss work. 

If they bad been meeting 
in an office instead of a 
living room you would have 
called it a department Bat 
their desks and terminals 
are scattered around 
bedrooms and box rooms. 
They don’t have a manager 
bat manage the work 
themselves depending on 
their availability and desire 
to do it 

If there is too much work, 
they find someone else to 
swell the team. There is 
someone who commissions 


UK It could be said that Mr 
Lewis created the group but 
it would probahly be more 
accurate to say that it 
evolved from a need. 

He needed data on 
potential clients to feed 
through to branches and, 
rather than requesting a 
departmental budget, he 
tapped into the network of 
mothers whom his wife met 
on her school runs. Most of 
the team live on the same 
Bedford estate. Some were 
given training on the 
computer system. jSome 
sought out their own 
training. They fix their own 
hours with no obligation 
between either party. “With 
more and more similar 
projects starting tip this 
seems to be the natural 


the work. It comes in chunks progression Cor the working 
- projects - some regular approach of the future." says 
and some ad hoc. The most Mr Lewis, 

important point is that the But can there be any 
work gets done. natural progression towards 

Graeme Lewis, UK sales di ff eren t kinds of working 
director at Adecco Alfred without a fundamental 
Marks, the recruitment overhaul of the structures 

agency, refers to the tram as that underpin existing 
the Bedford “flexforce”. systems of employment? The 

They handle most of the flexforce is the kind of 

sales data work for Adecco's development that has 

280 branches throughout the convinced the Royal Society 


for the Arts that changes in 
the nature of work are 
happening, but that change 
is being impeded by 
outmoded assumptions and 
what it claim*; is a “19th. 
century” education system.* 

The RSA’s report, 

published this week after its 

two-year Redefining Work 
project, not only challenges 
traditional assumptions but 
cal!*; for a rK^maTitting of an 
employment and education 
system which, it says, 
supports a conventional 
model of working life. 

This is the “40/40 Job", 
i which assumes that people 

! work 40 hours a week for 40 
years. The model, which 
stems bom the growth in 
the 1930s erf 1 public 
adminis tration and manat 
production in factories, 
continues to determine how 
work is described. 

“People who work less 
than 40 hours are 
“part-timers' - something 
less than whole,” says the 
report “It remains the 
model of preference for 
mortgage providers looking 
far ‘quality lending*. It is the 
basis of most pension 
schemes, public and private; 
a Tull pension’ is what you 
earn through 40 years’ 
work.” 


Some academics have 
argued that permanent jobs 
remain at the core of 
employment and that the 
rate of change has been 
exagg era ted. Valerie Baybss, 
the pngect director, rejects 
their conclusions. “What I 
have found, almost without 
exception, is that pieces of 
work saying things haven't 
changed are coming from 
academic labour economists 
who have looked at the same 
set of figures," she says. 

Such analysis, she says, 
ignores the large rate of 
change at the margin 
suggested by the growth in 
short-term contracts and 
predominance of part-time 
employment among newly 
created Jobs. 

The report says 
UK schools are 
preparing children 
for a world that is 
fast disappearing 

"When you look at these 
changes and recognise that. 
people are entering the 
labour force later and 
leaving it earlier and you 
look also at the changes in 
social attitude, it is hard to 
argue that things have 
not been changing 
significantly." 

It may be. of course, that 
the way we work needs to 
change more quickly than 
we have been wining to 
accept in the pest Bow can 
we be willing to change 
when our mortgages have to 


be maintained? How can we 
shorten our working lives 
when the size of our 
pensions can often depend 
on the size of our ffn? i 
salary and years of sustained 
Contributions? 

Ms Bayliss believes that 
financial institutions are 
beginning to address such 
problems. “When we started 
talking to companies in the 
financial sector at the 
beginning of the project they 
were stifl rooted in the idea 
that unemployment might 
be something that happened 
once in your life between 
jobs. I can see signs that the 
sector is now thinking much 
more deeply about this , 
aided by the new 
I government which Is also 
Showing signs of 
understanding what is 
> happening in the world of 
work.” 

But is structural change 
happening swiftly enough? 
One area of the report likely 
to provoke some controversy 
is a section that calls for a 
“radical reappraisal” of the 
education system. The 
report suggests the creation 
of a learning Institute to 
info rm the education system 
of the skills and behaviours 
expected in employment and 
to devise ways of developing 
such skills in schools. At 
present, it says, schools are 
preparing children for a 
world that is fast I 

disappearing. School 
premises could meet 
demands for lifelong 
learning, says the RSA, by 
changing into “community 
learning centres” to better 
exploit their assets. 


In addition to the 
fundamentals of literacy and 
numeracy, the repeal calls 
for greater tuition, of “life 
s kill? " and financial literacy. 
That said, the curriculum 
would probably not have the 
capacity to include a course 
on filling in tax forms. 

It also suggests there will 
be new employment market 
opportunities for “career 
management services" or 
super agencies to handle the 
progression of people from 
one project to the next, not 
simply handling r hp 
placement but also looking 
after pension provision, 
social insurance and 
possibly mortgage finance. 

There may be those who 
continue to argue that the 
way we work Is changing 
less fundamentally than the 
RSA would suggest, but the 
thrust of the report is that 
work systems need to 
change and systems that 
support working lives must 
change with them to allow 
people to recover balance in 
their lives. Hie report set 
out to devise a policy agenda 
- a framework for 
comprehensive change. Id 
that it has succeeded. The 
question now is whether the 
debate can be carried further 
in recognition that groups 
such as the Bedford flexforce 
will soon be as common to 
working life as the factory at 
the end of the street once 
was. 

*The RSA Redefining Work 
Report. £25, from Lesley 
James tel 44 171 9305115 

rvJiartLdonkm@FT.com 


WORKING BRIEFS 


Feng Shui, 
fountains and 
the art of a 
tidy office 

Does ft matte- where you stick 
the office pot (riant? Very 
much so, if you believe Office 
Angels, the UK recruitment 
consultant that is planning 
seminars on Feng Shui for 
human resources 
professionals. 

Feng Shui, the ancient 
Chinese art of determining the 
best design or layout to 
ensure harmony. Is creeping 
into the office, where followers 
believe it can improve 
workers' health. 

The Idea seems to be that 
you put most things in the 
bin. Feng Shui people have 
dean desks, store little away 
and sit with their backs to the 
walls so they can see the 
door. They also like fountains 
in the office, have rad and 
yellow (towers on their desks 
and prefer pictures of 
work-related goals to those of 
ther children. 

Sarah B-Doon 44 181 741 
4000 

In demand 

More than half the demand for 
senior executives across 
Europe in 1997 was to fill new 
positions, according to the 
Association of Executive 
Search Consultants, Europe. 


The UK had the greatest 
number of searches - 18 per 
cent of the total, compared 
with 15 per cant in Germany, 
14 per cent In France, IS per 
cent in southern Europe and 
12 per cent in eastern Europe. 
Searches tor board directors 
increased by 142 per cent. 

The most sought-after people 
were in marketing, safes aid 
public relations, which 
comprised 40 per cent with 
financial services comprising 
25 percent 

Figures from the US found 
that toe number of searches 
there had Increased by 18 per 
cent year on year. 

Sabina Henssler 32 27 749612 

Employee shares 

UK companies with large 
employee shareholdings 
outperformed the FTSE 
All-Share Index by 5 per cent 
In the first quarter of 1996, 
according to the Capital 
Strategies' UK Employee 
Ownership Index. This tracks 
the share performance of 36 
publicly quoted companies 
where employees other than 
directors own at feast 10 per 
cent of the share capital. The 
US Index, maintained by 
American Capital Strate$es, 
also continued to outperform. 
Capital Strategies says nearly 
half the UK companies floated 
In 1997 had an employee 
share scheme. 

Sarah Anderson 44 171 256 
8000 






BANKING FINANCE & GENERAL APPOINTMENTS 





A revolutionary SAP product, 
a top consultancy in the global treasury 
market and the world’s leading 
multi-national corporations. 


Think about it. 
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Appointments) 

Advertising 


appears In the UK 
edition every 
Wednesday* Thursday 
and In the International 
edition every Friday. 

For Information on 
adv e r tis ing In this 
section pteass can 

Keetey Pope on 
0171873 4006 

Kail Loynton on 
01718733694 

Mark WBttons 
0171 873 4183 


Financial Times 


We are a young, successful international trading company based in Switzerland and have openings for 

PETROLEUM PRODUCT TRADERS 

with a minimum of three years prior experience in one of the following fields 

• Light distillates trading 

• Clean feedstock trading 

• Gasoline trading/blending 

• Area management for Africa and or South America 

The ideal candidate should have at least three years experience in trading physical barrels, preferably 
with refinery background. You are highly motivated and prepared to woric as part of the entire trading 
team. 

We offer an attractive starting salary with appropriate fringe benefits, a pleasant working environment 
and a challenging opportunity to grow within our international organisation. 

Please send your application together with a detailed curriculum vitae enclosing a recent passport 
photograph to the following address: 

Mr Mark Aspinail 
Shaw & Croft, Solicitors 
115 Houndsditch, London EC3A 7BU 
Tel: 00 44171283 6293 Fax: 00 44 171 626 3639 
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RELATIONSHIP MANAGER 


London 


£ Excellent 


Citibank NLA. is a global bank providing an innovative range of corporate banking, corporate finance and capital markets products. The continued success and development of the relations 'p 
management team has created an exceptional opportunity for an individual with die ability to develop business \with major UK media and telecoms clients. 


The Role 

♦ Proactively manage and build a portfolio of media/telecom clients, primarily in 
the UK. 

♦ Global responsibility for client relationships. 

♦ High degree of involvement in a wide range of transactions. 

♦ Develop contacts with industry experts and ratings agency analysts. 

♦ Analyse current market and industry issues to brief Product Managers and Credit Officers. 


Candidates 

♦ Excellent presentation and communication skills. 

♦ Ability to work within a team in a dynamic and pressurised environment. 

♦ Strong client handling and inter-personal skills. 

♦ Strong credit and risk assessment skills. 

♦ Strong working knowledge of structured solutions. 

♦ Media/lelecoms industry experience would be a distinct advantage. 


This represents a superb opportunity in a challenging and dynamic environment For die successful candidate, a highly competitive salary and banking benefits 
package will be offered. Interested candidates should telephone Robin Keck on 0171 269 1572. Alternatively, write to him enclosing your curriculum vitae at 
Michael Page City. 50 Cannon Street London EC4N 6JJ, fax: 0171 329 2986 or e-mail: city.corp.bank@michaelpage.com Please quote reference 400125. 

All applicants will be treated in the strictest of confidence. 


Michael Page 


CITY 






Senior Project Manager 


City 


Our client is a global financial services company and a leading player in debt equity and 
derivative markets. They are committed to constant evolution and development in order to 
maintain their enviable reputation. This level of excellence also relies on recruiting the 
highest calibre staff across all product ranges. 

Within their Debt Operations team, a new high profile opportunity has arisen for a Senior 
Project Manager to join this visible group. Working in a pressurised environment, you will be 
required to manage the implementation of the core settlements system and to act as a 
facilitator of change. 

You will need at least 10 years project management experience, a strong delivery focus, a 


£60-80,000 + Bonus + Benefits 

structured and analytical approach and problem-solving skills. In addition, you will need 
excellent communication and leadership skills and the credibility to liaise with Heads of 
Department A detailed knowledge of fixed income is highly desirable. 

You may currently be working in an investment bank or management consultancy and seek 
an unrivalled opportunity to join a meritocratic and high profile team where there is huge 
scope for potential growth. For further information, please contact Anne Tinsley on 
0171 269 1909. Alternatively, applicants should forward their curriculum vitae in strictest 
confidence to her at Michael Page City, 50 Cannon Street, London EC4N 6JJ. 

Please quote reference 405040. Fax 0171 329 3426 e-maii: annetinsley@michaelpage.com 


Michael Page 


CITY 




London - Nnr York - Pails . Amsterdam • Frankfort ■ Milan ■ Madrid - Hoag Kon* . Singapore • Sydney 








VP: European Management Office 


London 


£60-80,000 + Bonus + Benefits 


Our client Is a leading global corporate and Investment 
banking firm which is active in every mafor financial 
centre In the world. They have achieved an enviable 
reputation tor Innovation and creativity as well as an 
Impressive track record of significant growth and 
profitability. 

Following a worldwide reorganisation and recent 
significant acquisitions, an opportunity exists for an 
individual to strengthen the project delivery capability of 
one of the European business divisions. The division is 
supported by a small high calibre team that Initiates 
and drives programmes across the various European 
offices, and a new role has been created to enable the 
team to meet increasing business demands. This 
forward thinking team is responsible for implementing 
solutions to critical business issues and managing 
organisational change In what is a dynamic and highly 
complex area. Current projects vary from the 
restructuring of European offices to assessing 
resourcing requirements for major business projects. 

The position will require an individual to work on 
multiple assignments and manage them through to 


completion and to understand business strategies and 
translate them into action. The role requires an ability 
to build relationships with a variety of parties, both 
external and Internal to the firm and in particular with 
European business managers In front, mkfcfle and back 
office functions. It is a handson role that demands 
diligence and tenacity. 

The successful candidate will be of graduate calibre, 
will preferably possess a professional qualification 
such as accountancy and will have worked in financial 
services or gained exposure to this environment 
thrwgh consultancy or advisory work. Awareness of 
control issues and experience within operational 
functions of Investment banking will be highly 
beneficial. Energy, creativity and a 'carxlo' attitude are 
pre-requisites for success. 

if you have the necessary attributes to succeed in this 
highly visible and challenging environment, please send 
your CV to James Nicholson at Michael Page City, 

50 Cannon Street, London EC4N 6JJ. Telephone 0171 
269 1908. fax 0171 329 2974. Please quote ref 418089. 
e-mail: Jamesnlcholson@mlchaelpage.com 


Michael Page 


CITY 

London -New York ■ Parts. Amsterdam. Frankfurt - Milan . Madrid- Hong Kong- Singapore -Sydney 
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Equity Operations Manager 

City £ Excellent + Benefits 


Our client is a leading European securities firm and 
investment bank with an enviable reputation for 
innovation and enterprise. They have the strategic 
objective to further enhance their position as one of 
the leading players In equities trading and research as 
well as corporate finance. 

Due to reorganisation and sustained growth within their 
equity cash business, they have identified a need for 
an experienced Equity Operations Manager. Reporting 
to the Global Head of Business Support, the role 
encompasses responsibilities for European equities, 
convertibles, corporate actions and dividends. Key 
features of the rote will be: 

♦ Leading and managing me operations group of 
approximately 12 people. 

♦ Strengthening and developing existing systems to 
support new business. 

♦ Leading operational aspects of business 
development including project and profit 
management 

Candidates will be high calibre operations 


professionals with strong leadership and 
communication skills and an ability to interface with 
wide ranging contacts within finance, operations and 
front office departments. 

Prerequisite attributes and experience will be: 

♦ A minimum of five years experience In managing a 
significant European equity operations function, with 
a strong underst a nd in g of control. 

♦ Demonstrable experience of managing operational 
change. 

♦ A proactive and energetic personality. 

The ca fibre of person sought is reflected by the 
remuneration package. This role represents an exciting 
opportunity to combine business acumen with a 
technical equity operations background. 

Interested applicants should contact Toby Ramsdale on 
0171 269 1906 or Fax 0171 329 2974. Alternatively, 
send a full CV to him at Michael Page City, 50 Cannon 
Street, London EC4N 6JJ. Please quote ref 418202. 
e-mail: tobyramsdaleemichaelpage.com 


Michael Page 


CITY 


London . New York • Paris . Amsterdam . Frankfurt - Milan • Madrid . tkmg Kong . Singapore . Sydney 


Assistant Investment Manager 

Credit/Bond Analysis 

£ Excellent Package 


London 

Our client is a portfolio manager for a AAA rated 
finance company. Investing in a globally 
diversified multi-billion US$ portfolio of fixed 
Income securities. Due to the company’s 
outstanding growth and performance, there now 
exists an opportunity to Jo'm the existing highly 
successful investment management team. 

The primary responsibility will be to analyse 
investment opportunities and present and discuss 
viable propositions Internally. This will involve 
detailed credit analysis of both plain vanilla and 
more complex bond related products. As part of 
this process, there is a requirement to Interact 
with various counterparties to keep abreast of the 
latest market and product developments. 

A numerate graduate, the successful candidate 
will have gained 2-3 years credit analysis or 


possibly audit (ACA qualified) or corporate finance 
experience, ideally in an investment banking 
environment A firm understanding of the fixed 
income market is a pre-requisite; knowledge or 
experience of options, swaps and asset-backed 
securities is advantageous. Candidates must be 
innovative and lateral thinkers and possess 
excellent interpersonal and presentation skills. 

This is truly an exceptional opportunity for a highly 
motivated self starter to join this small, dynamic 
team in a rapidly growing, successful company. 

Please contact Sarah Hesse-Hunter on 0171 269 
1883 or write to her enclosing a full curriculum 
vitae at Michael Page City, 50 Cannon Street, 
London EC4N 6JJ. Fax: 0171 329 2986. 

Please quote reference 416840. 

e-mail: sarahhessehunter@michaelpage.com 
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Property Finance 
Professional 


London 


£ Excellent 


Our client Is a major European Commercial bank providing an innovative range of Internationa] property 
lending, Investment development and advisory products. The continued success and development of the 
commercial property team has created an exceptional opportunity for an individual with a property loan and 
security documentation background. 


The Role 

♦ Negotiation with borrower and syndicate banks 
on major loan and security documentation. 

♦ Liaison with solicitors on documentation and title. 

♦ Liaison with Internal valuation department 
regarding the cross reference of title reports and 
valuation. 


Candidates 

♦ Significant experience of property and security 
documentation. 

♦ Ability to work within a team In a dynamic and 
pressurised environment. 

♦ Strong interpersonal skills including the ability to 
retain an independent stance. 


This represents a superb opportunity to fulfill a prominent and challenging role In a fast moving environment. 
For the successful candidate a competitive salary and bankirg benefits package will be offered. 

Interested candidates should contact Robin Keck on 0171 269 1872. Alternatively, write to him enclosing 
your CV at Michael Page City, 50 Cannon Street, London EC4N 6JJ. Fax: 0171 329 2986. Please quote ref 
396404. e-mail: dty.corp-bank@mIchaelpage.com All applicants will be treated In the strictest of confidence. 


Michael Page 
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London 


Global US Investment Bank 

Senior Analysts/ Associates 

Investment Banking 


£ Attractive 


This global US investment bank specialises in providing innovative advisory seivices and financing arrangements for their clients. With a specific focus on creative, value-added thinking, combined with an outstanding level of service and 
execution, it's reputation Is of the highest order, ft is renowned for giving staff a high degree of early client exposure and personal initiative is encouraged. As a result of continued growth and new strategic approach, both the Corporate 
H nance and Advisory teams are looking to hire outstanding junior professionals. 


Corporate Finance 


As a member of the Corporate Finance team, you would Initially Join an industry specific group. Reporting to the Group 
Head, you can expect to be involved in: 

♦ Providing support In identifying, negotiating and structuring leveraged and/or securitised finance (debt or equity) 
transactions in Europe, the Middle East and Africa. 

♦ Company valuations and understanding the complex credit issues. 

♦ Identifying market opportunities, selecting management teams and developing financial structures which can add 
value to companies. 

♦ Preparing and delivering client presentations and negotiating debt and equity solutions. 


M& A/ Corporate Advisory 


As a member of the European Mergers and Acquisitions/ Corporate Advisory team, you can expect to be involved in 
providing strategic financial advice to clients and in all stages of the identification and execution of M&A transactions, 
including: 

♦ Providing support to clients in Identifying and addressing strategic and financial issues. 

♦ Financial analysis, company valuations and detailed modelling of businesses. 

♦ Involvement In the negotiation and execution of public and private M&A transactions. 

♦ Preparing and delivering client presentations. 


Ideal candidates will be graduates with an outstanding academic track record and a minimum of two years’ experience gained as an analyst within an Investment bank or consulting environment. You could also be a qualified ACA and currently 
employed within the Corporate finance arm of a leading accountancy firm. Appflcants must have strong analytical and modelling skills In order to make projections and valuations. Excellent written and verbal communication skills are essential 
and a second European language would be a distinct advantage. 

These positions offer a superb opportunity for highly motivated professionals to develop their career with a market leader. For successful candidates, a competitive salary and benefits package wiif be offered, which will entirely reflect 
experience. If you are interested in taking up the challenge, telephone Richard Coigan on 0171 269 1861 (Corporate finance) or Arabella Pack 0171 269 1867 (Mergers & Acquisitions/Corporate Advisory) for an initial discussion. 
Alternatively, forward a copy of your CV, outlining your current compensation details, to Michael Page City, 50 Cannon Street London EC4N 6JJ. fax 0171 329 2986 e-mail: richardcolgan@mlchaelpage.com or email: 
arabellapack@michaelpage.com Please quote reference 418529. 


Michael Page 
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London - New York • Part • Amsterdam . Frankfort • Milan - Madrid • Hoof Kong . Singapore - Sydney 
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CASH MANAGEMENT - SENIOR 
BUSINESS DEVELOPMENT MANAGER 

BUILDING OPPORTUNITY IN LEADING INTERNATIONAL BANK 


LONDON 

• Leading UK-based international bank offering a broad 
range of banking products and services through a wefl- 
estabUshcd global network. Mattering strategy focused 
on key multinationals with substantial trade and 
investments flows, especially in em ergin g and 
developing markets. 

• A> a result of a new strategic initiative, a dedicated 
cash management team is being nwhhhwi to focus oc 
the UK and European marketplace. A senior business 
developer is sought ID lead this initiative with specific 
responsibfliiy for further developing and managing a 
select portfolio of corporate cticzxCS- 

• Working in conjunction with the bank's senior 
corporate retatioaship managers, the individual will play 
a Irm l rote In de fi n i n g and implementing the «-a«h 

Please apply in wrUre quoting re ference 1630 

- . wgh6A«=P^^.«^doailsto: .. 

,• * 4 ' — . 

Whk cb e ad Selection 
1 1 SB1 Sow, londoo W1X 8S8 
Ttt 0171 2S0 2054. hoc 0171 290 2050 
wwt»^bocico.i*/wtmchead 


c. £55-60,000 PACKAGE 


i mny m.nf araw gy % ttw rr-gf o p and h w iw » rttar 

revenue ami profitability targets ate achieved. 

• Strong academic background combined wtih al least 
four years cash management sales ex pe r ie n ce in a first 
rfaw Hrem-tai institution. P ro v en rraefc record in Hirnr 
ma m grm r nf gnH aggressive salc^focigmation abfflttes. 

• Excellent aO round comhnmicatson sfcxBs with a team- 
orientated, collaborative style and good relationship 
building sUfis. Abfflty and stature to operate effectively at 
die most senior levels both internally and externally are 
crucial 

• Future career prospects within the Bank ore excdlenz 
for a proactive self-saner with initiative, am bition and 
drive. 


Whitehead 

SELECTION 
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LEADING FINANCIAL SERVICES GROUP 

c. £70,000 + Package 


UK Based 


Our dfenf is one of the largest listed Financial Services Groups with five 
million customer? wortdwfcta, and over 16,000 employees. Having 
completed a high proffie and successful flotation it is now moving on to 
the next stage of its evolution with a constant desire to strengthen its 
management structure. As part of this process it wishes to appoint a 
Senior Treasury Manager of the highest cafltxe. Reporting is the Group 
Treasurer, this new role wffl operate Doth at a corporate level and across 
ail divisions of the business. ResponsBrilffies wil include: 

• Financial structure, cost at capital and capital aBocetion across the 
group. 

.• Financial ride management including the apptaifon of Value at Risk 
techniques. 


• Exposure management Including FX, interest rate and counterparty 
ere® risk management 

• Funding strategy and DquMlty management 

Cantfidates will have a first class academic background, hold an 
accountancy, MBA. or treasury qualification and will be outstanding 
treasuiy professionals with at least five years' relevant experience gained 
in quality Wue chqi corporate, consulting or banking environments. They 
should display drive and Initiative in managing change, be able to 
demonstrate strong commercial and analytical abWties and wifi require 
interpersonal skills commensurate with a position ot this Importance. 
This represents a unique opportunity to ]oto a dynamic environmental 3 
position of significant snportance and sway- 


n.- r-’C.V'f i-C"n io;i? CV cc-.«r. : :s:s Serin. ur-.Iuri.mj c:;y?ir..; tcirpiione 
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# Emerging Markets Opportunities in Central Asia and the Caucasus 


- The Minaret Group 

' The Minaret Group was 

founded in July 1997 . Since 
then it has attracted over 
1 20 top professtonatelrom 
international finance 
institutions around the 
world and opened five 
offices in Central Asa. from 

■its headquarters in 
Azerbaijan, Minaret is 
consolidating its position as 
a unique pan-regional 
investment bank combining 
western expertise with bcal 
know-how Due to increased 
demand from investors into 
this dynamic and exciting 

- region, the bank is looking 
to add staff throughout - ® 

- network of offices. 


Director of Research - Baku.A 2 firbaijan 

The Director of Research wili be a senior manager within the Group with responsibility for building and managing the research team, which will provide pioneering research from this rapidly 
emerging market S/He wiB have an innovative ^proadi to developing research products and the ability to play a key role in bringing equity and feed income opportimities to dients.The ideal 
candidate wffl see this as a natural progression to their previous eqjerience m emsging markets research. In addition to relevant experience they will have the ability to bufld, manage, and 
motivate a team and excellent communication, interpersonal and marketing skills. 

Managing Director - Ast^iabad, Turkmenistan 

The Turkmenistan office of the Group is ideally positioned to become a major player in capital raising for the gas and energy sectoc The Managing Director will develop this business and 
manage the local team. S/He will have gained experience in a corporate finance environment within a bank or a financial institution with prevkius exposure to the Cl^preferabV Central Asia. 

The ideal person will have an entrepreneurial approach to building and developing a business and the ability to operate in this new maiket An attractive expatriate package will be offered 
to the right candidate. - 

Corporate Lawyer- Baku, Azerbaijan 

The Corporate Lawyer will be a key player in the Group with responsfoflity for assisting the Group's offices with their legal requirements as well as transaction-related work. The Corporate 
Lawyer will work with cwporatt lav* project and corporate finance mandates and coonfinate all securities related legal work. Ideally, the Lawyer will have experience in banking sector w^ 
fri the CJS and the ability to work under pressure on a wide variety of mandates. 

Bade Office Manager- Baku, Azerbaijan 

The Back Office Manager will be a self-starter responsible for setting up the Operations Department which will support the trading function. S/He will build and manage a team of both p « i 
expatriate and local staft This exciting opportunity vwH allow the Bade Office Manager to grow and develop alongside a fledgling securities industry Ideally, s/he will be able to design and X nnCIpai Oearca 
in^jtement systems strategy, understand the regulator environment and pos se ss a good understanding of the settlement risk in these markets. The successful candidate wiU be expected to Emerging Europe limited 
work with equities fixed income and foreign exchange. 

75 Cannon Strrei 
London EGAN 5BN 

The group is also interested in hearing from potential candidates from other sectors within the financial community as it is rapidly expanding in aff areas. The group offers highly competitive T cioi 7 i 5557040 
packages for those with a proven oommitmentto the region- Please contact our Consultant Ms Tarn OksmarHson for a confidential discussion. Email: tanj@prindpal-search.cauk fi* 0171 m 75 W 
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RISK ANALYST 


CITY — 

SuxHrton Hereto- Lui fe pafl of S.od.™ MWsaAc tatatol. , Bcnm»b b«d 
^ The eompanv to buil. , nTUHden a, betas oee of *e p«e-», bto®. 

toeeoer. .J spe™"" to- taoludtas Ltojdoto to! bm« prate®. The sucres 
or the firm to been down .n.toutamental prtatapto of reviews subntotans 

Tbe develbfwcm tae Loudon office to now toebed , reucul stage. 

noauoon.toneetiloo^eaLci.apintoltod.of.Futanca aiA^ _ 

We to. «a iovolte tdl aspeeo. of to anttos ou nc* bustore subutotau, and 


.requires an iadrridusl vrt» is highly adept and experienced hi asamifcning information. The 
appotoce would also be tanked ia assbtlqs in the niaiteting and devdupment of business. 
'Waiting closely with the Senior Management, you will be respatisfote for devetoping the 
London office's presence and will liaise closely with Head Office in Bermuda. 

CatxSdnes will have a fcA cte&» icadcmic background, ideally wkb a nsuhanatieal 
. or statistical degree or Actuarial training and wfl] be seeking the ability to develop ai a 
fast pace in a growing specialist ciwiroamcni and wilt have at least (We years' 
experience in this sphere. 


£ EXCELLENT 

This is an outstanding opportunity and will be suited to high calibre individuals 
who are able (O demonstrate the capacity 10 present information clearly and concisely. 

interested candidates should forward their Curriculum Viue together with salary 
details to David Chancellor at Robert Walters Associates, 10 Bedford Street, 
London WCZE 9 HE. Tel: 0171 579 3335 Fan 0171 915 8714. 

Email: davld.chMcdliwWrobertwaIierg.com 
Web: bnjh//www jobertwahersjcom 

You may also apply via hnps//tapMinn/BobeftJWabcrs quoting reference RW75. 
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GRADUATE OPPORTUNITIES 

LONDON AND OVERSEAS £25K + BENEFITS 


Your chmce of graduate training programme will depend 
on many factors. You will be I<»king for a direction 
which holds re.il promise for the future, in rerms of rhe 
company'* international standing, the rewaiding careers 
it can offer, and its track record of developing 
individuals. And one thing is certain: the right decision 
now will open up the world. 

Baring Asset Management, pan of the highly successful 
ING Group, is a global fond management organisation 
providing outstanding service to clients. Our client 
portfolio includes governments, pension funds, major 
corporatiiins, charities and private individuals. Our 
nerwork spans the globe, from San Francisco to Sydney, 
Toronto to "Tokyo. Our legacy af expanse, dedication 
and close teamwork enables us to manage effectively, 
efficiently and profitably US$40 billion of assets 
worldwide. 

On entering into this high-profile, international business 
arena, you will join our impressive modular graduate 
training programme in mid- September 1*?9S. You will 
have chosen from a number of generalist or specialist 
alternatives leading ro fust track careers and exciting 
management roles in investment, IT or financial services. 
Your training will be supported by an individual mentor, 
and will see you taking early, hands-on responsibility at 
offices borh at home and abroad. You will also be 
encouraged ro gain professional i]uali Beat ions. 


Whichever the mute you choose, however, the starring 
puinc will be your obvious tenacity and determination 
to succeed. The minimum qir.ilific-.Hiofu* k ,r interview 
■are Z4 UCAS points and a First or Upper Second in 
Accounting, Business Studies, Computer Science. 
Economics or closely relared disciplines. Language* 
would be a fonher advantage. 

Discover that there is more to your forurc by contacting 
the Recruitment Services for a Graduate Brochure and 
application form i quoting ref 106FTi I by 26 June on 
0990 199524 or fox 0171 60S 77SS. AUenunvelv. 
send a postcard to Baring Asset Management, ATS. 

PO Box 7SS, Lmdon EC1M 4LA, or e-mail 
RarinpM^KKnncedtele.com giving your foil name and 
address. Application forms to he returned by 10 July 199S. 



Baring Asset 
Management 

Member of ING Group 


V BEAR STEARNS V 

Outstanding opportunities for ambitious individuals in European investment banking 

City $200,000 - $500,000 + Benefits 

Bear Steams is one of the longest established and most prestigious investment banks on Wall Street. Its Investment Banking Division is involved in all facets of debt and equity financing and underwriting, and mergers and acquisitions. 
The bank is now expanding its European investment banking business through its highly successful and focused industrial specialisations, including telecommunications, media and pharmaceuticals. Exciting opportunities exist 
within die industry sector and product teams for talented individuals at Vice President and Associate level. 


Vice Presidents 

The Vice Presidents now sought will assist in originating, managing and driving die execution of a broad range of 
transactions on a pan-European basis, covering strategic advisory, M&A, high yield finance and equity financing. 
Providing industry and product expertise, they will identify and win new business, ensure the delivery of an 
outstanding quality of service and supervise more junior professionals within the team. 

Candidates are likely to be aged in their thirties and will be graduates, ideally with an MBA or financial qualification. 
They will have gained significant experience in transaction based corporate finance, advisory work or consultancy 
in a first class financial institution. Previous international experience and fluency in European languages Is desirable. 
Personal attributes will include highly developed communication skills, exceptional managerial ability, sound 
commercial awareness, and strong ethical standards. Ret 980411 L 

All of these roles represent an exceptional opportunity to build Bear Steams' European business from . - — 
ground floor level The remuneration package is structured to attract the most qualified individuals yf (T^\ TT7 
and includes a full range of executive benefits. Based in London, candidates for all roles will be I 'iJT Jx£ 
required to travel on a global basis. S' 



Associates 

Several Associates are sought to contribute to the growth of this business. Working in teams including industry 
and product specialists, the Associates will develop complex solutions to service client needs across Europe. 
As part of a close-knit team, they will provide control and execution support in managing transactions, 
gaining significant client exposure. They will also play a key rale in developing new marketing initiatives. 

Aged mid twenties to early thirties, candidates mil be graduates, possibly also with an MBA or financial 
qualification. They are likely to have between two and five years' relevant experience in investment banking or 
consultancy, with first rate analytical, modelling and communication skills. Fluency in further European languages 
would be a considerable advantage. Candidates must have the ambition and drive bo succeed in a highly 
demanding, performance driven, team oriented environment Ref: 98041 2 L 

Please send a full CV in confidence to GKRS at the address below, quoting the relevant reference 
rm number on both letter and envelope, and including details of current remuneration. 


OLD LONDON HOUSE, 32 ST JAMES'S SQUARE, LONDON SW1Y 4JB. TEL: 0171 930 5100. FAX: 0171 839 1229- 

A GKK Group Company 


Leading Global Emerging 
Markets Firm 


Head of Compliance 


£Excellent 


A fast paced Emerging Markets investment group, which has built a wide ranging investment banking 
franchise providing corporate finance, securities trading, asset management and research services to an 
interna t io na l client base is looking for a Head of Co m plia n ce. Established in 1995, the firm has locations in 
London, New York, Hong Kong, South America, Emerging Europe and the Far East. This crucial role is 
pivotal in facilitating as well as controlling business activity, and enjoys a very high profile within the group. 

The Head of Compliance will be responsible for assisting in the co-ordination of group wide compliance 
strategy and procedures for equity securities and investment banking, and for managing relationships 
with dm SFA and LSE. As a member of all key operational committees, the incumbent will be expected 
to make a significant contribution to business decision making. 

The successful candidate is likely to be a graduate with a proven track record m a leading financial 
institution. The culture of the firm is one which demands self-starting individuals who are willing to take 
responsibility and who can combine strong technical skills with commercial awareness and first rate 
communication and influencing skills. 

Please write to our advising consultant Joe Thomas at BBM with both a covering 
letter and full CV quoting reference 485 at BBM Selection, 76 Watting Street. London EC4M 9BJ or via 
email at ref485f8bbm.co.uk. All applicants mM be treated in the strictest confidence. 


76 Wading Street 
London 

EC4M9BJ 


Tel: 0171-248 3653 
Fax: 0171-248 2814 
E-mail: 485@bbmxro.uk 


PRIVATE EQUITY 
FUND-RAISING EXECUTIVES 

London/Zurich/Geneva 

Leading global investment bank - a major player in private equity investing, financing and fund-raising — is seeking to 
hire three Sales Executives for its fund raising group to place private equity securities, mainly leveraged buyout limited 
partnership interests, with institutional investors in: 

• United Kingdom ( London based t 

• Middle East (Geneva or London based) 

• Germany. Austria & German speaking Switzerland 
('Zurich or Geneva based) 

Successful candidates will have five years of practical sales experience placing sophisticated alternative investment 
instruments with institutions in the relevant geographical market, and will have a solid academic and professional 
foundation in corporate finance. 

Candidates must be able to demonstrate success at managing multiple placing manHarw and they will be competitive 
but also enjoy working in a dynamic team. They will thrive on the excitement and pressure of the road show and will 
know bow to close. Relevant language skills a plus, working documents for home base are essential. 

Compensation package is competitive and bonus driven. Please send details, quoting reference SKI 145. to: Francesca 
McDermott, Response Management Unit, Kingsboume Advertising, Salisbury House, Bluecoats. Hertford SG 14 1PU, 
UK. As all CVs will be forwarded directly to our client, please list any companies you do not wish to apply to. 



Intellectually challenging opportunities at the leading edge of research where your input will have a 

direct impact on fund p erfo r ma nce 




EMERGING MARKETS MODELLING 

- FIXED INCOME AND CURRENCY 


LONDON £60,000 - £90,000 + BONUS 

FAST GROWING EMERGING MARKETS BUSINESS OF A HIGH PROFILE US INVESTMENT FIRM 

We invite applications from candidates who must have a post graduate qualification and have had at least 4 years' 
experience of applied econometric modelling, preferably gained within the financial sector, but candidates from 
international financial institutions, economic research organisations or academic institutions will also be considered. 
As the selected applicant, you wBI work under the supervision of our Chief Emerging Markets Economist and help 
develop quantitative models for fixed income and currency markets of the key emerging market countries. Essential 
qualities are flexibility, to have a ‘roll-up sleeves’ attitude to work .and .above all, to bean effective team player. For an 
individual with directly relevant experience, a higher salary can be negotiated. 

US based candidates will be able to work out of our office In the New York area. 

Applications, in strict confidence, reference EMM/7273/FT should be sent or fasted to the above 
address, will be forwarded to our client in the first instance. If there are companies to whom you do 
not wish your application to be sent, these should be fisted in a covering letter addressed to the 
Security Manager, CJRA. 


Perrier Vittel sa. 


World hater in boded water. PERRIER VtHEL it 
140 comria wtik 25 subddiarla ad mart skm 60 


Senior Sales 
Finance Specialist 

■ | ■ TOULOUSE, FRANCE 


Senior Internal Auditor 

Paris 

■ TBE POSITION : Reporting to ike Group haemal Audit 
Doecur.yaasapauaramtaaaflnSwtdkn. Fouaremttmgqf 
adanmdurpifaii£tunkmdiubBtBaiB*(Kidwidc.Ajaa 
aocmal amsdmt, you analyse processes. aperodam and pnmde 
reammandatkm to Ac local management and finalise audit 


■ TBE CANDIDATE : With mp or An* kwj experience as m i 
exkrndamSar.foaaeboUng^achaaert^tgoppoaadyie 
Mary Kith a fast evobtuwi k (be gnxp. Thu cnapavr is bating 
fir Idgjdy matmaed am&d/tes wth a good financial ixdgnud. 
ExaHats coamascaHat ik2h kdpyoak) operate huA mmrrms 
interlocutors in a aadd-adtuml environment The candidate 
appreciates tnnt&ng in masydffirm armaria ad cm sped an 
ianpagesfirerdy. 

■ Ftease ktbc to Madam BEAURAIN, quoting refirence 4230/MB, 
at ROBERT RAlf FRANCE, FINANCE DIVISION, 39 avame 
Pierre lerdeSabu. 75008 Paris or by final 3%) 1 4723 & 00 or 
by (Forma MIME or BmHa) *roben^ks^jtgnfr*. Pirate 
cotunkaer nek site: kOpAwmvjoberdta^eam. 

US ROOT3^HALFFRANCE. 

DIVISION FINANCE 


European 


aeronautical 


Company, 
among the 


leaders on 


its market, 
is looking for 


■ in support of foe worldwide sales effort of foe 
Company, the sales financier shall be able to 
formulate, negotiate and dose appropriate 
financing structures, assessing related risks, 
wifo airlines and Finanting institutions. 

■ Aged between 30-38, you have gained foe 
necessary experience in structured finance 
transactions with a manufacturer and/or financial 
institutions and foe ability to operate in a 
multi-national environment. Motivation and 
team work will be essential qualities. You will 
also have a Customer oriented approach. You are 
bftngual In Fnanch/Englhh ; knowledge of Spanish 
would be a plus. 

■ Worthy candidates wiU be motivated by foe 
praspeefs of joining a major company in a 
growing market and by an attractive remuneration. 
Please send your job application wifo a 
photograph mentioning your current remuneration, 
with ref. FTS/554 A to PEREIRE CONSBL - 1, rue 
Jocques-Jeon EsquiA-31 100 Toulouse Prance. 
E-moil : toutouseQpareireconseil.fr 


PEREIRE CONSEIL 

SBSOUSCIs KUMAINBS 
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A Prestigious Italian Financial Institution 

5 t °5 ea J ut four highly motivated and experienced profession 

[at its Milan Head Office in the area of its Credit Division engaged nu 

STRUCTURED LOANS 


OF * ASSISTANT TO HEAD : 

OF E XPORT FINANCE, DEBT 

r USANCE (REF. A) SECURITIZATION AND 

SYNDICATED LOANS (REF. B) 

do9e ■' a * successful appliomtwffl woik in dose 
S^^^ Head * ** Sectton * contact vdth^ead of the Section in 

carrying on dvisory man date s to develop carrying out advisory mandates to develop 

project to! andimptemetf stra^^ 

win have *e debt securitizations and sySatedlo*mT 

abjtyto Voric outside th^ box", albeitas - He/shewfflhavefeaMitytD Wcoutade 

parr ot a team comprising the Head of the bcx\ albeit as part of a team compnsine 

staff in the AeHead of Section, analysts and otterto? 

Credit Division and to handle financial, staff in the Credit Dhdsicm and to handle 

technical, market legal and tax aspects of financial, technical, market, leeal and tax 

respective transactions. His/her duties will • aspects of praepectivebwi^TO. His/her 
Delude appiaismg the kmg-tenn feasibility rate wffl include appraising file risk profile 

m financing propositiansiiivi^ving drafting of syndkated loans, in consultation wWifte 

business plans and sensitivity analyses. Head of the Section and analysts. He/she 

He/she win also pUy an active role m wfllabo play an active rote m growing the 

growing the busi ness b y attracting new business by a t tr a ctin g new mandates from 

mandates from appropriate counterparties. appropriate counterparties. 

Candidates shouki be nalwnals (rf an EU manber state and will ideafly have earned fluee to five ■vewa’ 

k>arftTK» ftnjmrial ineKtlT+ira. mUJJ. —JiV : 1 1 _ .1 I V, 9T7. . . _ .. . J 


• TWO CREDIT RISK ANALYSTS 
(REF. O 


The successful candidates for these positions 
will work in a team with the two Heads erf 
Section and their Assistants in developing 
detailed risk profiles covering; 

a) project and leveraged financings* including 
drafting of business plans and sens i ti v it y 
analyses; 

b) expert financings, debt securitizations and 
syndicated loans with special wnpkaoic on 
country risk where xeqmxed. 


odier Eumpean languages will be an asset Rmnni pwittna i wrin q m.nfir<»w ||a atv^ ffxp PTwinft 

advancement within b young and dynamic teem. 


experienced! the relevant areas with a 
pn site s , and p r oven ability in one or more 
there are attractive pnM prrts for c nicr 


If you Warns you meet the 
quoting Reference A, Bo- 


vs a CV wtfi you- tdephme masher m strid caafiAaa, 
Jknt unless you list companies to wkkk it should not be sent 


unlessyou 1st companies to wkkk it should not be sent RESEARCH 

ConsulentidcSrezione-mManzonl, 42 -20121 Milano -Fax 39. 2. 783910. 


Arr» r> miniT i'.ii 


u-Sr.. *. ffe an*, tookaig-io 


t ' KnfwM : . 


--Z bUs4he8^ ; % A bo*- Bonds C& 

■r^iftnd^'ara i keen :1o\ ma^c? ! .J 

4ndf»diati8 jBzo&or 8p*3^ap'-;7J“. 

v.'v! 

-f- ~ .'.\Wi J .ari::-'ian&S&n& -iui£riBab5£^ : >>* 


vSaiartein^Mfe'^d&fl^; % ;.v^7f * 
|J7 IbjB 

to: Ashley Gibbs,. ,Re/^uitracM Matui^, 




fc D & F MARL GROUE ^lc ; f »>£•: 
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A toddle Ease Baokiog Group bnedia Egypt nfjanly raque 
an experienced nd proftarioot] Banker 10 manage In Leaden 

Hnnvtl 

The (ueccsuful App&cmm will have mta amn l experincc in 
Imetoaiicna] Banidnp vidi particular copharix oe emStasd 
ndo fmnee and rixxdd be Hot in both BngUrii and Arabic. A 
working knowledge of a woond Euro pean »— » f"»g" «31 be a 
d jain a a dwatage. 

The Bank offer* a highly competitive rammer ari nn package 

cnm m nw M^ tilh >h»» |m| wf iti^ pn ^ rriyi 

Applications shooU bo mads te writing atiih fall Cnnkrtiun 

Viran awJ n uwm rahry iWxth tn ih ^mi Aiii i wHi intil 

Baa AU» Ftawctal Ybm*. 

OwlNtamk BridvwLowden SH 9BL 


Operations Manager, 

IFC MOSCOW 

Managamart of technical assktanca prajeda flva MS 
oourtirtsa (500 stafK*20rr*i). Roqa: 15 yr» prof, tup, 
5-10 inanaghi y private sactor damiopmarit WWW 
emnibo fnkts, adv depw and Ruaatan tang. Fax 
CVfcoMT to E Hutton (7-095-013-7063) or (202) 074- 
•4321. 


\ iu- la Dirii i ciuc:* -u* 

TTriT?! ' .,'4 '• Ill.f . | 
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BNP Training program /or 
young graduates of 
major international universities 


Young graduates of leading univrrfiiics and Other 

tertiary inu If id ions of International renown, BNP 
is ojfningyott a unique opportunity in beiomc a 
professional in the jr nance sector and cm both 
upon an Intematlomil eaten 
BNP is eeilvf around th e world. It has the fifth - 
largest international banking network wtlh 
braneltes in moir than 80 countries. 

Von arc talented, and you speak fluent English 
and Frmth. You equate the jimmdal sector (be it 
corporate finance or trading) with innovation, 
creativity action and mobility. You are motivated 
by the challenges faring the banking sector Then 
come and Join us. 

BNP has set up a specific six-month training 
program that Yflll give you an overall view uf our 
hank. You will inrrn about its urategr and its 
business lines while being trained for your fittuir 
position as a trader sahspason. or financial analyst 
(structured finance, corporate banking, etc.). 
After an initial two-year posting in Paris, you 
will be given new responsibilities in our niter- 
national network Our training program begins 
on 3 October. 

Please forward your application letter and CV as 
soon as possible, quoting reference JDI, to BNP 
DRRH RECRUTEMENT, SO rue Thu bout. 75442 
Paris Cedar 09, France. You can also send your 
CV via ihe Internet at < www.bnp.fr > under 
“rrcrutemenf. 


•is an pmxwn&ut bask »im optfitnovs 
tN ALL AKtASOF BAXUNC, A.\D FKIVCI. 

■ aipixns 52.000 none uimldwice. 
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OfiCD 

n» Organbation fof Economic Cooperation and 

OKO 

M 

Devafopment, Paris 

TON 

- ms 

Is seeking a 

-ss r 


FINANCIAL PLANNING AND ANALYSIS MANAGER 




FOR ITS BUDGET AND FINANCE SERVICE 




The OECD is cunently undergoing a major process of reform and the Budget and Finance Sendee is called upon to play a key role in 
the change process by introducing the most modem budget and financial management techniques. 

. HIE POST ■ 

Abu will codfdinetB the preparation oT the budget, oversee its Implementation and . hefc_ develop analytical and strategic planning 
capabilities- ” • 


\bu will be required to have the capacity of creatively adapting traditional centralised budget management to a ne w approa ch 
ensuring that the budget is a strategic management Instrument of the Programme of Wot* and supporting charge with Informa ti on 
technology. 

\btr will be expected to play a lapdlng rote In the financial menaggoent aid budget reform process Jndutfing developing accountabffity 
frame wo rks to supportdecantrrt aa ffon of authority. -v*;: 

ttw will be required to develop strategic end operational plans, measue performance and Introduce new costing and analysis 
.■prpc&htfes. 

QUAliFTCATlONS 

rfeghor level university -degree In management and at least. 10 years professloqd experience In the administrative and financial 
^department ^af e large international group. Experience tn mahaganent control and auditing In' a highly computerised working 
^ehvfronmenc Excellent interpersonef skills aid the abflfty to manage a multicultural team. A knowledge of French is essential. 

THE PACKAGE ' ' ' — ; I 

We Offer e very attractive remuneration package: a tax free salary in the range of FT529.140 to FF558.780 per year with additional 
benefits depending on residence and family status. 


Application should foa s'.-nt by c inail to-. Isabsl.Vvartcil* . oucd.ort 


sendyouCVwltti ref. AB/BFto: Senior Executive Maiegpment 
Human Resource Management- OECD 
2, rue Anckti Pascal, 76775 Paris Cedex 16 
For more information about the OECD consult our web site at http://www.oecd.otT} 

T)g OHIP ts AM BUhU- OProm U STY EMPIOYER AMD aiCOWAOES APPUCJtHOUS RUM WOMat CAWOtPPl 
Apfuaoiora wtaeeTBEwrow snwnEgTcow n o o h cc and swoupreach PECO ar 20 th AfiaL. 
Omy SMOtmisTre CANOtiMns wmjl ascavE a aesnoNKi 
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BANKAMERICA CASH 
MANAGEMENT SERVICES 

Building The Winning Team 

At Bank of America we have already established ourselves as one of the leading cash 
management organisations globally, with a reputation lor innovative products, outstanding 
client focus and qirafity delivery. 

Within our Europe, Middle East & Africa business a recent - and fundamental - 
independent review of our operations has reconfirmed our view that our Cash Management 
Services business is of critical strategic value to our efients, and that Bank of America is 
uniquely wefl positioned to respond to the challenges of the eura As a result, we are 
increasing yet again our investment in our people and in our infrastructure. 

Bank of America offers a dynamic, challenging, team-oriented and client focussed 
culture, coupled wfth highly competitive salaries and banking benefits and in return we 
demand commitment, energy and focus. 

We are currently looking for the following individuals: 

Sales Officer - Global Financial Institutions 

(London) 

Sales Officer - US Multinational Corporates 

(London) 

Sales Officer - US Multinational Corporates 

(Frankfurt) 

Marketing & Communications Officer 

- EMEA Cash Management 

(London) 

If you are Interested in pining one of the most dynamic and fast-growing cash 
management teams around, send a fuHy detailed CV and covering letter to: Pat Bannon, 
Human Resource Manager. Bank of America, 26 Elmfield Road, Bromley, Kent BR1 1WA. 

Bank of America is an equal opportunities employer 


Bank of America 


ACCOUNTANCY APPOINTMENTS 








To £75,000 

plus benefits 


Global Industrial 
Holding Company 


Monaco 


Senior Analy 


Afewhr created role at die heart of a profitable $2 Ml fcn+ group to provide ofdca f 

de^on supportto the Controller#* Executive VP. Significant scope to progress m the 

medium tom. 

* B ms THE QUAUFfCATTOMS 

ffe rule j,. nwiMMaent in -■ <5raduate Accountant aged 1 30+ with at least 

oTa^fSSIging strategy^ by five years* financial analysis and control 
** .SE?°2^3JL flSSStianSS a3 experience gairied from a complex global 

Internal ,nd s^oup or th, pn«m«nt 


THE ROLE . 

■ Supporting the senior group manageroent m 
jTexeartion of a challenging strategy try.. 
providing firat-dass flrrandal arralytis and 

' -interpretation of Internal and external 
benchmarks. . 

major business driver* In all the industrial 
■ business segments. 

■ Contributing to acquisition evaluation, 
divestment reviews and treasury operations. 


- Leeds 01 13 230 7774 
London 0171 298 3333 
Winchester 0161 4» 1700 



■ Practical experienced acquisttions/divestinent 
due diligence procedures. Excellent hands-on 
/T pedigree with sound flnandai modelling 
skills. 

■ First-class Interpersonal . and project 
management skills. Comfortable and effective 
in a multicultural envirorenent and capable of 
progressing further in the medium term. 


Hw«n nth xdteteadxttfcw; 
SWcto rteDKlW. T*SAaoaa- 7 B/«. 
-IIOOMUfK Km*. 

London W 3 ZED 


- Make a special Move - 

FINANCE DIRECTOR 

LONDON £55,000 + Equity Participation + Bonus + Benefits 

Moves is a well-established provider of fast-response, quality logistics services in the UK and has recently been acquired by m MBI/MBO 
team supported try a barfing ve n t ure capinlisL The new team plans to increase turnover of this profitable and growing business to in excess of 
£15 million over the next 5 years, primarily via organic growth. There is a vacancy fora technically competent and flcribta indrvidua] who 
wffl take respon si bility for the financial managrmoit function and a staff of 10 l 

Repotting to the Managing Director, tiiis person will be an essential part of the team and will add real value 10 tire financial managancai of the 
business. 

Main responsibilities wiD include: 

• finan cial «mi m rag an a i i Kpnm'ng 

• financial planning and ftweratring 

• (Wk p n . nl ■rvi mw mwimn f nfthtb mHng m htinndiip 

a ma nag e m e n t 

• managing and devdopeoent of the IT (unctioo. 

The snccessfhl candidate wDl be a qualified atxounanr. probably aged mid 30’s or above, have a record of achievement and preferably have 
had experienc e in the service sector. Hefche will also be hands-on. commercially aware and will have a thorough knowledge of spreadsheets 

and cgmpii^M* Rjuifint 

For the tight person this Ic tn exciting opportunity to become pan of b ccnmunad and energetic team, coupled with benefits fatted in fix 
anticipated growth of the business. IT you think you can meet the challenge and bring out the entrepreneurial spirit in you that is currently 
being held back in a coavenriana] corporate en viron ment, please apply, enclosing full CV and renumeratioo details to Kathleen OMahony At: 

Moves Holdings Limited 
131 SahisbuzT Road 
London NW 6 6RG 

0171 625 8565 or e-maik Kathleen (gMovesxouk 


V 



appears lit the UK edition every Monday, Wednesday & Thursday 
-and in the International edition every Friday. 

For further information piease cafkKarl Loynton on +44 0171 873 3< 
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CAFE ROUSE 

RESTAURANT BAR CAPE 


Strategic Finance Project Manager 

Central London £50,000 + Car + Bonus + Benefits 

Whitbread pic Is a leading UK leisure company. Whitbread has mowed from its origins m brewing to owning and operating some of the i^^?a2ilty 

hotels and leisure clubs, as well as selling some of the most famous beer brands. Running through all of Whitbread's businesses Is a commitment to prowding the highest quality 

service to customers. 


Horas-KSORTS-Sums 



This has enabled Whitbread to achieve market leading positions in the UK as: 

♦ The largest restaurant operator. 

♦ The pub food market leader. 

♦ The number one operator of private health and fitness dubs. 

♦ The leading budget hotel chain. 

♦ The number one golf operator. 

♦ The market leader in premium lager. 

Based at the corporate office in the City, this rale is high 1 A/lf 
profile and commercial. It offers extensive exposure to VV i t 

senior management across at) areas of the business. 



WHITBREAD * 


Support both the divisions and strategic planning through 
financial analysis and assessment of major projects covering 
future investment, acquisitions and new business development. 

♦ Provide independent advice to help understand the performance 

of the operating divisions and to make most effective use 
of resources. 

A T~'V + Assess divisional performance, plans and budgets 
V i 3 against both external competitors and 

internal benchmarks. 



The Ideal candidate will be an ambitious, qualified accountant or MBA, with at least five years operational, commercial ewierx^VTHW 
that FMCG and retail experience Is desirable. You should be able to demonstrate considerable analytical skills and the ability to 

making. A seif starter with demonstrable ability to qulddy build strong relationships and manage complex assignments is essential. Whtojread has an env^erepuOTon ror 
Investing in its management end offers a variety of career progression and development to high calibre individuals. They are seeking mcflvkfuals capable of becom rig 
Financial Directors while In their 30‘s. 

Interested applicants should apply In writing, enclosing a curriculum vitae to Guy Stacey at Michael Page Finance. Page House. 3941 Parker Street London WC2B 5LN. Telephone 
0171 269 2259. fax 0171 831 2612 or e-mall: guystacey0michae1pagfi.com Please quote reference 326908. 


Michael Page 
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BG pic 

Reading 


International 
Tax Manager 


BG Pic are market leaders in the development of the 
entire gas chain. The company operates this chain 
across the globe from exploration and production 
through transportation and distribution, to power 
generation and market development It is at the 
forefront of gas engineering and related technical 
innovation and operates on all continents. 

Due to reorganisation, an exceptional role has arisen 
within the tax department based in Reading. Reporting 
to the Head of Taxation, the successful Individual will 
have responsibility for designated geographical regions. 
The role will encompass: 

♦ Advising on corporate structures for overseas 
operations. 

♦ Full involvement In project appraisals. 

♦ Participation in acquisitions and disposals. 

♦ Advising on a whole range of International tax 
issues. 


£ Excellent 

The ideal candidate will be a corporate tax expert with 
at least three years international corporate tax project 
experience. Of equal, if not more importance is the 
ability to communicate effectively with the businesses 
and adopt a commercial approach to finding solutions 
to complex problems. 

In return, the company offers excellent career 
development prospects in both UK and international tax. 

This position offers a competitive remuneration 
package that Includes a base salary, a car, profit share 
and a generous share option scheme. 

Please contact Donald McFariane CA on 0171 269 
2246 or send your CV to Michael Page Taxation, Page 
House, 3941 Parker Street London WC2B 5LN. 
Alternatively, fax on 0171 831 6662 or 
email: danaldmcfar1ane9mich8elpage.com 
Any applications made directly to BG Pic will be 
forwarded to Michael Page Taxation. 


Co 

hiMAci 


West London 


Manager Group 
Reporting 


Michael Page 
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@News International pic 

Financial Reporting Manager 


Peterborough 


News International PLC is a £1 billion subsidiary of the 
worldwide media conglomerate. The News Corporation 
Ltd. TNCL. The business operates at the leading edge 
of communication and information provision, and 
publishes national newspapers including The Times. 
The Sun, The Sunday Times and the News of the 
World. Other media/communication and hhtec Interests 
Include internet access providers, radio broadcasters 
and television and video distribution companies. 

A substantial part of the company's financial 
operations is based In Peterborough. Including the 
financial reporting department, which reports on 
20 trading companies and continues to take on ever 
Increasing responsibility. An ambitious candidate is 
required to manage the team. The role otters genuine 
responsibility In the following key areas: 

• Management of the reporting and analysis for 
20 trading companies. 

♦ Responsible for the axwdinaikxi of the audit process. 


Package to £38,000 

♦ Overview of monthly balance sheet and quarterly 
reporting for the division. 

♦ Overview of tax analysis for submission to the group 
tax department 

♦ Ongoing supervision and development of 13 staff. 
Including two qualified accountants. 

The successful candidate will be technically strong with 
a broad base of post qualification experience gained 
either In industry or the profession. Candidates should 
display well developed management skills, with an 
ability to perform to strict deadlines. Strong 
communication skills are an absolute pre-requisite, as 
is a high level of self motivation and drive. As part of a 
multinational business, career prospects are 
outstanding both in the UK and overseas. 

Interested candidates should contact Cristina de la PazACA, 
at Michael Page Finance. 48 Regent Street. Nottingham 
NGl 5BQ, tel 0115 948 3480, fax 0015 941 0025. 

Ref 383076. email: mpf.nottingham9rnichae1page.com 
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Group Financial Controller 


Berkshire 


c £40,000 + Car Allowance + Bonus 


Our dlent is a worldwide trading group of companies 
with offices In the UK. Cape Town, Singapore and 
Moscow. Bom a start up situation in 1994, the Group 
has achieved an annual turnover of approximately 
S70 million. To move forward, the Group is currently 
restructuring to concentrate on core businesses that 
will be controlled from its' Berkshire headquarters. 

In line with the new strategy, an opportunity has a nsec 
for a Group Financial Controller. Reporting to the 
Finance Director and supported by a small team, this 
challenging position win be critical In maintaining 
financial control of the Group. 

Key responsibilities will Include: 

♦ Preparation of monthly management accounts, 
budgets, business plans and cash flows for all 
trading divisions. 

♦ Tax and corporate planning for UK and overseas 
operations. 

♦ The development and enhancement of computerised 
financial systems. 

♦ Assisting the R nance Director an strategy and 
potential investment opportunities. 


GE Capital, recognised as one of the leading financial 
services organisations in the world, is part of the 
General Electric Company which generates revenues of 
$90.8 billion and employs some 270,000 people 
around the globe. Its core businesses' in Europe range 
from insurance to consumer and commercial finance. 

In the past two years it has acquired, on average, one 
European company every fortnight with further 
expansion anticipated in 1998. 

Consolidated Rnanoa) Insurance, part of GE Capital, is 
the market leader in Payment Protection insurance 
which is provided thnxeh leading Financial Institutions 
and finance Houses. 

An opportunity has arisen at CH for an ambitious, high 
calibre finance professional to play a pivotal role in the 
finance team. Reporting to the Group Financial 
Controller you win have responsibility for the proactive 
management of the financial re p orting process. 

Specific respons&iKties will include: 


to £45,000 + Car + Benefits 

♦ Control of all US GAAP reporting and UK consolidated 
accounts. 

♦ Assist in the Implementation of Oracle financial 
systems. 

♦ Process improvement and development 

The successful candidate will be a qualified accountant 
who has either a strong track record in a group function 
of a major multi-national, or Is currently in public 
practice and has gained 18 months-3 years post 
qualification experience. 

individuals with knowledge of financial services will be 
of particular interest, but most Importantly you must 
possess strong technical skills coupled with a common 
sense innovative approach to financial control issues. 
Interested candidates should write, enclosing a foil CV 
with current salary and daytime telephone number to Dan 
Chavasse or Laurence Pengelly at Michael Page Finance. 
Europa House. Church Street. OM Istaworth, Middlesex 
TW7 6 DA e-mail: danchavasse9mlchaalpage.com 
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Senior Financial Analyst 


Central London 

A market leader In Its own right, and now part of the 
world's leading marketer and provider of consumer 
and business services whose market capitalisation 
is in excess of $30 billion, our dient Is well 
positioned to take foil advantage of future growth 
opportunities. 

As a result of the recent re-organisation of the 
business, a new opportunity has arisen for a high 
calibre Financial Analyst to play an Integral role in 
supporting the senior management team In the 
design and delivery of quality information. 

Reporting to and assisting the finance Director, 
key responsibilities indude: 

♦ Evaluating and developing forecasting 
methodologies. 

♦ financial modelling to indude budgets and 
forecasts. 

♦ Analysis and statistics of key data for 
presentation to the board. 


c £40,000 + Car + Bens 

♦ Production of commentaries for presentation to 
the regional managers. 

♦ Ad-hoc projects including financial control and 
assistance in other Head Office issues. 

♦ interface between the IT department and end 
users to enhance the effectiveness of financial 
systems. 

The ideal candidate will be a graduate, qualified 
accountant with a minimum of area 1-2 years PQE, 
gained in a large commercial environment, 
preferably from a multi-site retail background. A 
proactive hand son approach, coupled with excellent 
communication skills and the ability to work in a 
small team, will be essential in addition to your 
highly developed rr/spreadsheet skills. 

Interested candidates should write, enclosing foil 
currlcufum vitae to Jazz Ohanda at Michael Page 
finance. Page House, 39-41 Parker Street, London 
WC2B 5LN, or alternatively fax 0171 242 1020, 
quoting reference 394800. 
e-mail: jazzdhanda0michaelpage.com 
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Finance Director: Designate 




The successful candidate will be a graduate calibre 
Qualified accountant, probably with 2-4 years post 
qualified experience. Candidates who have had 
exposure to an owner managed environment in a 
trading or consumer goods company would be of 
particular interest. In addition, a high degree of 
computer literacy will be required. 

It will be essential that candidates have well developed 
Interpersonal skills, along with the ability to 
communicate with, and influence others, at all levels In 
the Group. An enthusiastic and proactive nature w ill be 
necessary to add value to this dynamic and ambitious 
business. 

Interested candidates should forward a comprehensive 
curriculum vitae, including details of current salary and 
daytime telephone number to Wayne Mason ACCA, 
Michael Page finance, 33 Blagrave Street. Reading. 
Berkshire RGl 1 PW, fax 01189 9561657. 
quoting reference 418441, or 
e-mail: waynemason9michaelpage.com 
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Bristol 

Our client is an operating subsidiary of a Bench 
company, who in turn is wholly owned by a leading 
Swedish manufacturing group. Formed In 1963, the 
Company now has a turnover of £9 mHtton. The 
business continues to experience strong growth and 
Its success stems from an ethos of quality and 
customer care, coupled with the continuing 
technological development of its product range. The 
company has a number of blue-chip customers, 
notably within the aerospace sector and exports over 
50% of its turnover. 

An opportunity has now arisen for a high calibre individual 
to join the management team, with progression to 
finance Director within the next 12 months. 

Reporting initially to the Financial Director and 
ultimately to the Managing Director, you will become 
responsible for the full financial control of the 
business which will encompass the day-to-day running 
of all aspects of the finance function. You will be 
accountable for the monthly reporting process to 


Package £40,000+ 

Franoe, budgeting and forecasting analysis, 
production costing and profit planning. 

A professionally qualified accountant you will have at 
least three years post qualification experience which 
will preferably have been gained within the 
manufacturing sector. You will be commercially 
orientated and operational in nature with the capacity 
to think strategically. Proven system skills are 
particularly desirable due to a forthcoming SAP 
implementation programme. Travel to France will be a 
necessary requirement of the role, particularly within 
the first six months of appointment. A working 
knowledge of French Is also highly desirable. 

Interested candidates should apply in writing 
enclosing a CV and covering tetter, with daytime 
telephone number and current package details to 
Kathryn Roberts at Michael Page Finance. 

29 St Augustirtes Parade, Bristol BS1 4UI, 
tax 0117 926 4223 quoting reference NGUY. 

e-mail: kathrynroberts9mlchaelpage.com 
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v AVarrifth * 


Financial Controllers 


Bristol 




roStote Son ^ fleW *** strong profit growth and continued to develop its position as one of the leading neighbourhood food retailers In the UK. Its recent merger wtth Kwik Save will allow Somerfiefd to 

benefits and cost savings an ^ewidng phase in Somerfleki'a development With sates in access of £6 billion and over 1400 stores, the merged company will be seeking to realise operating synergies which offer significant commercial 

The positions beiawan^mi* m ! n t ^ ese benefits will be critical, ranging from quantifying the synergies and monitoring their delivery through to the commercial financial analysis required to facilitate trading and investment decisions. 

we cwe ™ successful realisation of merger benefits and the smooth integration of the two businesses. 

Systems and Supply Chain Controller Property Controller 

up to £45,000 + Car + Benefits ud to £38,000 + Car + Benefits 



Systems and Supply Chain Controller Property Controller 

up to £45,000 + Car + Benefits up to £38,000 + Car + Benefits 

^ F 2 ance direct{ y supporting the main board Supply Chain Director, you will be Reporting to the Group financial Plannlr* and Analysis Executive, you will be responsible for the analysis of capital 

s^tems lha de ^f to P | 7 1ent and delivery of a supply chain and IT strategy, working closely with the investment decisions In excess of £200 million per annum. Responsible tor a team of six accountants and working closely 

evaluations on aKsraHamd ^ undertake detailed cost benefit analysis of key projects and producfe financial with marketing, property and operations functions, you will be required to develop group capital Investment criteria and 

^ nrttet,ves - Vou wl " 8,30 atMse o" results, budgets and forecasts and prepare evaluate the success of capital programmes. Of particular importance will be the need to analyse the rebrandir* of selected 

proposals. Kwlk Save stores to Somerfleld, ranging from evaluating the Impact of pilot trials through to Incorporating the results of this 

The Ideal candidate will be professionally qualified wtth 35 years post qualification experience preferably gained in a senior analysis into a conversion programme which meets group investment criteria. You will also be accountable for the analysis of 

capacity In supply Chain activities within a retail. FMCG or a distribution environment. Strong interpersonal and ^ store Programmes, the selection of stores for disposal and post investment reviews and recommendations, 

network m'Itc'! a re£u , Ks drtven approach are essential qualities, coupled wtth an ability to Applicants will need to be professionally qualified wtth at least three years post qualification experience, preferably gained 

™ Df ^ ntsaaof1 Kwntllying with operational issues alongside financial control and evaluation issues. within a retail or FMCG environment You must have excellent Interpersonal, communication and influencing skills as the role 

requires significant main board and non finance Interaction. You should have proven commercial skills to enable you to add 
value to complex rebranding Investment decisions. This is a demanding role which requires powerful intellect, strategic 
thinking, an energetic approach and the ability to deliver. 

Promotion opportunities are available for talented individuals. Interested candidates should send their curriculum vitae and covering tetter with full salary and package details and daytime telephone number to Kathryn 
Roberts, Michael Page finance, 29 St Augustlnes Parade. Bristol BS1 4UL quoting reference NGA7, fox 0117 928 4223 e-mail: kathrynroberts@michaelpage-com ' 
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Finance Director 

For one of the main international groups of the pharmaceutical industry 
(turnover of several billion sterling) 


Finance Manager 



Paris area 

Reporting to the Divisional Managing Director and as a member of 

the executive committee, you will play a key role at different levels. 

International level: 

♦ To assist In the development and execution of International 
strategic plans, ensuring full financial, legal and fiscal compliance. 

♦ To lead the centralisation and consolidation of financial data from 
various foreign subsidiaries. 

♦ To Implement reporting throughout the group aooording to anglo- 
saxon techniques and to ensue the follow up of different 
subsidiaries. 

♦ To contribute directly to M&A activities. 

National level: 

♦ To supervise finance, accounting, planning and analysis, legal and 
tax areas. 

♦ To conduct the reorganisation of the finance teams (around 
100 staff). 


Excellent Package 


♦ To implement and coordinate the strategies defined at group level. 

Aged 4045 and a graduate from a business school or equivalent, 
you have acquired 15-20 years professional experience. Ideally, you 
started your career within the "Big 6’ and are currently demonstrating 
success in international financial management at senior level. 

It is essential that candidates are well versed in International and 
anglosaxon accounting requirements and are fluent in French. This 
is a challenging and demanding role which will bring a significant 
contribution at a strategic level to the performance and profitability of 
the group. 

Please send your application form, Including CV and photo, quoting 
reference AD21603, to Amaury Destailteur at Michael Page 
International, 159 av. A. Peretti. 92522 Neulltysis’-Seine cedex, 

Paris, France, http://wwwjnpfrance.com 


Michael Page 

INTERNATIONAL 




fAttractive + 
benefits 

Manchester 


NoRWEB Communications is a fast graving regional tdeccmmunications 
company. As we’re dunging the face of retecanununications vn the North 
Vest we have exciting times ahead. 

We have been highly successful in penetrating the business 
telecommunications marker through the provision of high quality services, based 
on the latest in fibre optic and digital switching technology We are revolutionising 
the industry with the development of digital Power Line technology and have 
ambitious plans to increase revenues significantly within the next few years, 
through continued development of local business markets and expansion into 
new market areas. 

As a consequence, we are growing our existing Finance Team to help meet 
this challe n g e: you will be involved in producing business plans, related budgets, 
project, investment and other financial management information to facilitate 
risk analysis and financial forecasting. 

Your broad experience of the telecommunications industry will combine with 
u willingness to challenge die norm and to support the management ream in the 
challenges ahead. The role requires people-management, financial and management 
accounting experience combined with a pto-acrive approach to process improvement. 
A good degree, a UK accountancy qualification and ar least 2 years post qualification 
experience are also esse ntial, as is a knowledge of SAP (Release 2). 

Further details and an application form may he obtained by telephoning 
0161 S75 7383 quoting reference X/ET/9S/1}. 

Completed applications should be returned by 8 May 1998. 

Equal consideration will be given to all applicants irrespective <4 age, sex. 
race, creed or disability. 


« 

fWil^ 


(k NORWEB 

\} communications 


a United Utilities company 


Analyst 
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North West England 


Excellent Package inc Relocation 


Headquartered globally in Michigan USA, The KeOogg Company is a wodd class manufacturer of food products which continues to demonstrate 
strong market leadership through existing powerful brands rad amovatire product development. With its 91 year history, the Company dominates 
the global market, serving customers and consumers in 160 countries and generating revenues of approximately USS 7 bfifion. 


EUROPEAN FINANCIAL PLANNING 
MANAGER 

(Ref. K 0 . 2 ) 

High profile role with significant contact with Area President and Regional 

CFO. providing the p r imar y financial contact in the HQ for the region, in 

respect of planning and forecasting taroes, 

• Repotting to Head of Rcgitnal Planning. 

• Managing a team of European Kmudal Analysts. 

• Co-ordinating, developing and managing regional budgeting, 
reporting and pfenning processes to meet deadlines, involving close 
Haisno with global HQ. 

• Manage pro c es se s to man accurate coosoHdancra and analysis of 
regional financial infor mati on, to provide key de c i i itw snppon- 

• Manage corporate accounting policies and prepare regular prefix 
forecasts. 

• Provide ad-boc project support to the Business Development Group and 
Area P i nittaa and par ti c i pate in mtdii-faoctionri teams. 


FINANCE MANAGER - 
EUROPEAN SUPPLY CHAIN GROUP 

(Ref. K 03 ) 

Important role co-onOnadng and performing strategic and operational financial 
planning rad analyses to provide support for Supply Chain operations and Ifcc 
Kellogg European Supply Chain Initiative. 

• Reporting to Head of European Supply Chain Finance. 

• Managing a team oTPhooeraand Analyst*. 

• Co-owfimac and manage the development of budgets tad estimates far 
the European Supply Chain, involving dose liaison with the European 
offices. 

With frl^ g gyi A»rinii»t 

• Responsibility for cast of production and cost of sales repotting and 
analyses aratm Europe. 

• Provide pro-active financial decision support and advice to the Supply 
CHafri Group on initiatives across the m i ag g i e and operational p r o cesses . 


Applications are invited from qualified accounting, finance and consulting professionals (ACA, CIMA. ACCA, MBA) who can demonstrate a 
tracfcieeonl of relevant experience in budgeting. Strategic planning, cost accounting and supply chain processes within a m anu f a ctu ring and 
distribution environment. Between 5 and 10 years' work e xperience fm total) is considered most relevant, as is up-to-date knowledge of 
computer systems. Excellent communication and managemeta skills are required, with European languages being hefpfoL 
These Dositkros provide an opportunity to join a leading mtiMnatitmal company and work in a location offering * asndanl of living. 
International career opportunities exist for people with outstanding totem. Salary packages are pitched to attract the best people and tednde 
high basic, relocation, company cat non-contributory pension scheme; ekt, etc. 

Please apply in writing ro Kevin Wright. LB Consulting. 4th Floor, Linen Hall, 162-168 Regent Street. London. W1R 5TB, quoting 
relevant reference. 


Divisional Financial Controller 


c.£42,500 + Car + Bonus & Benefits 


Yorkshire 


Excel tent opportunity for ambitious, commercially astute accountant 
to head finance function for division of major manufacturing Pic. 


THE COMPANY 

♦ Market- leading UK Pic. Blue-chip customer base. 
Outstanding record of growth and achievement in 
competitive field. 

♦ Established Group structure with sound systems and 
financial management. 

♦ £6Qm t/o multisite division with dynamic management and 
strong business focus. 

THE POSITION 

Report id Managing Director. Head up accounting function. 

♦ Contribute to business strategy. Ensure group reporting 
require me nts are met. 


♦ Monitor and develop staff to ensure business and group 
standards are mm and maintained. 

QUALIFICATIONS 

♦ Qualified Accountant with significant experience gained In 
large. multisa manufacturing group. 

♦ Sound commercial appreciation. Strategic overview with 
proactive, hands-on approach. 

♦ Excellent interpersonal skills. Good relationship builder at 
aK levels. Committed to monitoring and developing team. 


Please send full cv, stating salary, ref LD80404, to NBS, PO Box 136, Leeds LSI 5 LX 
Fax 0541 500 001 EmaA nhe wpcm^brelred an j a u k Tel Ol 13 245 3030 


Aberdeen • Birmingham • Bread • Cardiff * Gxy • EdHburgh * Glasgow 


Leeds • London * Manchester • Radea * Sa^i • Frankfurt • Madrid • Paris 


NB Selection 


A BNB Resources pic aanpany 


NBS 


ISO 9002 Registered 


FAST TRACK DEVELOPMENT - INCREASED REWARDS 

Financial Controllers 

Based France 

to £443jOOO*-Car+Executiv0 Benefits or Germany 

rx tr rfient is unouestioontitv the martat leader and pioneer in 'is sector. Witfi en annual turnover of around £S00ffl and rising. the 

Sw JSSSiStet ******* i 

patvwreNp. By ptwirino » po«y of constant tenoWBon, It also responds impressively to changing consumer ^ tastes and needs. 

_ Home ThoPoraon 

Tv^n lul iow aaoojrxmente are part of OUT cflenTs *owth FUwrtln IW* orGemian.you w31 beaiwnQstarand. as 

Wbridng wffli foe Country a Mend thintar with hltf enarw you wffl inspire r«^ 
respowMHy to the achfeuettonranang goals. 


Thess two Kw appointments are part of our ^tent’s growtti 
blueprint for fiance end Genran* Vltoridng with*® 

General Monagw; with functional respontfbDHy to the 
Bumpaan Financial ConMItr, you wflft 

• Develop country strategy and key business InttfeShm to 
meet stretching goals. 

« pureue acquisitions and explore new market and proou* 
opportunities. 

• RxsjsoopartJwt^itoore^fon tor business growth- 

• Create tinancW management and control systems and 
establish KPTsto enhance performance.. 


bustoessee. 

Prtytt ftwti^^fepmeret^rBinrKre. IT and ottwr Corporate 
Sendees. • 


• With an FMCG background, your mentality will be 
European tome way you thWk; behave and get things dona 

• Technically outstarcfing end with axperionce of acquring 
and setting up new businesses, jreuwffl thrive on change. 

• An orticuiafeconTnunicatDt; you must be eUe to shoulder 
heavy responsfofflty and harxflejBgrdficart pressure. 

Pyou y^ta fast tnck end aettifyy&jrarriilian far 
Increased iBapanstbRy and tmanl, sandyowCV 
; quoting a daytbmtataphom number and 
■ re f ar a n c e FTfKS 3 fforfiancej or 
FT/12B9 (tor Ganwgi^ to otrretaffiad eonsuBant 

Austin Center, using the dobds txdow. 


Young International Trouble Shooter 
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Global Media Group 


Amsterdam/Worldwide 


c£45,000 + Bonuses 


This dynamic media Group, turnover several hundred iraion dofiais, operates four Intematjonal Divisions worldwide covering 35 
separate countries. It has made several acquisitions in the last 12 months In the U5, UK and the Far East whftastfflexpamSngoigaraalyL 


: l^L'tr*7 , l*"!;nXi Tali ZiIi.Vu 


i «!«.♦ ii "U '=i* kTfrtjra.su 


This ambitious young accountant wffl report to the Gnx^ ControDer with global responsMty and extensive worldwide travel. 


The Role 

■ Report to Group Hnandaf ComroOec based in Amsterdam. Mobk 

position supporting global Fnaice team. Extensiwe lrav»l raqiired. 

• Provide support a lool lew! in a number of \3j areas induding:- 

• Visotf focus cm mJ«c pqeds and wxiSe-shoodng assignments. 

• Sgniflant imokemerd h the impmanent of pmtssses and 
prooeduBs induing ytems d ew topm e nt 

• Provide 'bed practice' acta to local management. Responsible 

for trailing of locaf staff. 

• Acting as intenn finance maiager when requRd Exposure to 
year md reporting, budgets etc. 


The Candidate 

• GraduaeQuaBfiedAaiHjritanL Aged late 20Wearty Mi Prown 

track record within presumed IntHnaticnaJ Group driving throu^i 

cfange and tighten^ controls. 

• Outstandhg systems, communication and presentation stifc. 
Atfity to cnmiand respect across Group. 

• Self-motivated, enthusiastic approach, pro-active style wfth 
commercial flair. Thrive ri challenging and demanding 
environment Computer Iterate, Sun accounts exposure 
desirable, technically excellent- English speaking, second , 
language an advantage. 



SaHcfimtSMacaop 


Rodney House, Gnstie Gabs. Nottfegtam NOT TAW. BigttncL. 

7M (00 44) US 924 1450 Fax: (00 44) f IS 9.85 6074. Eimlkjanaffriruidkt 0 wl 9 .ca.uk 


Hease apply in writing, endosng fufl Cy quoting reference number UWZ25. 


LAWRENCE BARNETT 


Meiroptatan House. OlyfericBustoess VUlagc. 20 Bartodey Road. Manchester. England, M16BHQ. 
TEL- 0101-877 4439 Ftafc 0161-877 6708 


xs.sk.s .«a.is,s ssKStscansi*. 
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How much accountancy 
experience do you need to become 
a management consultant? 


Many capable, ambitious accountants see management 
consultancy as an attractive career option. But it's one 
they picture Ihecnstfves exercising at some unspecified 
distant date in die future. 


Enough to recognise 
a brilliant opportunity. 


If the diversity, challenge 
and sheer scope of 
consultancy is something 
that exrites you. our 
message is simple -the 
time to mate that move. Is 
now, even if your professional career is sHl in Its earliest 
stages and you qualified as an ACA or C1MA between one 
and four years ago. And the means of making it is to Jan 
Price Waterhouse. Our transition training programme 


builds on the knowledge and experience you've already 
gained (spectficafly in value- and activity-based rnanagemert, 
financial process re-engineering, systems implementation 
or change management), and gives you the additional 
skills that will be critical to your success as yon work 
to shape and re-shape big, sophisticated enterprises. 

The opportunity to work with many organisations instead 
of just one; to achieve more in a few months that many 
people achieve In yeas; to develop ideas with bright 
sparky colleagues from different tSsdftiines - you'll find 
all this at Price Waterhouse. But youU also find an 
organisation that works exclusively for the top-tier 
multinationals, whose global capability isn't just a list of 
offices but a fully integrated network; and whose teaming 


culture makes the business of building your professional 
capital a career-tong commitment. 

The tailor-made benefits package, the unique quality of 


ion -the closer you 


took, the better it gets. 

It you can say the same for your own cv, send it 
to Christopher Cole or Julian Sykes our retained 
Consultants at finance Professionals, 26-28 Bedford Row. 
London WC1R 4ME. Tel: 0171 808 7070. 

Pax 0171 828 2381. Email; chfis®finpn)f. co.uk 
Evening/weekends: tel: 0181 8928517. 

please quote reference MCS/9015 on your application. 


Price Wxterhouse 





Central 

London 


Travel 
Related 
Sen ices 


Excellent 

Packages 


American Express Travel Related Services forms the major part of this US based blue-chip multi 
natinnal which is recognised as the world’s most prestigious brand within its market. The UK is a 
focal point for International and European operations. 

Continued growth within the business has created the need for two individuals capable of making an 
effective contribution in an environment where service delivery excellence is the expected norm. 

The Roles 

These high profile roles are project based and offer exposure to the highest levels of senior 
management. 

• Provide p lanning , operational and strategic business analysis to the International and European 

Business Units ^ 

• Undertake competitor benchmarking of key processes and recommend impro vem ents where 
necessary 

• Support negotiations and implementation of business alliances and partnerships 

• Provide high quality business consultancy support to senior management 
The Candidates 

• High calibre qualified accountants and/or MBAs with a minimum of two years commercial 
experience gained within either a large blue-chip organisation or a consultancy environment 

- • Knowledge and extensive practical experience of computer based management information 
systems and the manipulation and analysis of data is essential 

• Excellent presentation and interpersonal skills are pre-requisites alongside the ability to work 
effectively with non-finance managers in Marketing and Operations 

• Proven leadership, project management, decision making and time management skills are 
required 

These roles provide an excellent platform for career advancement within this global 
business. 

7b apply, please write with afiitt CV, details of your current salary aid quoting rtfi 978/FT 
to Steve n Toss ACA at BUM Nevard Roland, 2nd Floor, 90 Tbttenham Court Road, 

London WIP 0AN. Telephone: 0171 036 2288ormmdb wizard@nevard -ndandxojik 



MBSTOL 
Ol 17 (KM md 


USDS 

01 1 > 210 0000 


Nevard Roland 


WMWKX 

aunxmis 


LONDON 

0I714M22M 


EXECUTIVE RESOURCING 


European Finance Director 


ESOk p!-:s £iOk bonus * shore option, based South Chos'-'re 



With established businesses In both the UK and Germany, Dextra 
leye sa nts the CaudhmJI Group's accessory value-added distribution 
arm. Rapid Increases in turnover during the last two yean to almost 
£40m in 1997, places Dexva In excellent shape to continue its 
expansion both In current operations and new European start-ups. 

The Caudweff Group is a very rapid growth environment now 
comprising 13 companies in six countries, irwotving all aspects of the 
mobile phone Industry. The annual turnover has increased from El 3m 
In 1991 to £2 60m in 1997 with a forecast well in excess of E2 biffion 
by 2007. 

The Role 

Reporting to the European MD with a dotted line to the Group FD, 
the successful candidate will be responsible to the Group board far 
continued profitable expansion or the Dextra companies. This will 
involve full P&L responsibility for existing business and ttta 
identification and development of new opportunities. By definition 
this will require International travel. 


The Candidate 

- Will be a qualified accountant. 

• Must have a back record at senior level of P&L responsibility. 

- Mutt be capable of demonstrating a hands-on approach, prepared 
to pay attention to detail as well as seeing the tugger picture. 

- Win have unbridled ambition. 

This Is a unique opportunity to join an ambitious, rapidly expanding 
Group of companies. 

Ap plica bom please to; Malcolm Gregory. Group Human Resources 
Controller. The Caudweil Group. Mint or Hollins Building. Shelton Old 
Road, Stoke on Trent Staffs, ST4 7RY. 

WTSEEk 

cellular accessories 


FINANCIAL TIMES 


les Echos 

JLeQuotuBenderEconanue 


The FT can help you reach additional business readers in France. Our link with the 

French business newspaper, Les Echos, 

1 gives you a unique recruitment advertising opportunity to capitalise on the FTs 
European readership and to further target the French business world. For information 
on rates and further details please telephone: Karl Loynton on +44 0171 873 3694 



PictureTel 


Competitive 

salary 

Excellent bens 
+ car 

M4 Corridor 



MARTIN-WARD 
•ANDERSON ■ 


European Finance Manager 

With more than 50,000 systems installed and a global market share of over 50%, PictureTel are the undisputed market leader in the provision 
of video conferencing solutions - the industry they pioneered. One of the world's leading edge companies with offices and Partners worldwide 
including Europe, Middle East, India and Africa, their annual revenues are approaching $ 500m. 

Their unique range of products axe backed by a commitment to service and support which is fu n d a m en ta l , to their success, lb sustain future 
growth in a rapidly changing environment, efficient, effective financial control is crucial. They now seek an experienced finance professional 
with the personal and technical skills to rise to the challenge. 

Managing a professional team you will be responsible for the European accounting function. Key responsibilities will include: 


► Monthly reporting and performance review. 

► Management of outsourced financial services across Europe. 

► Co-ordination of European statutory returns and reporting. 

► Development and maintenance of financial controls. 


► Development of management information. 

► Cash management. 

► Continuous improvement of financial systems to provide 
productivity efficiencies. 


The successful candidate will be a high calibre qualified accountant with at least 2 years PQE. Experience of ‘hands on’ fina.nrfai 
accounting and computer literacy are a prerequisite. Able to effectively interact with all levels of management and appreciate differing 
European cultures are essential. European language skills, particularly German, would be highly desirable as well as US GAAP reporting. 

Interested candidates should send their CV to Frances McCutcbcon or Joanna Wilson ar GoswelJ House, 134 Pease od Street, Windsor, 
Berkshire SL4 IDS, quoting reference 56350. Alternatively, please fax your details on 01753 850253 or e-mail us on info@mwaxo.uk or 
telephone on 01753 830881. Website: htqj-7/www.picrureteL com 


PREPARE FOR EMU AND EURO] 
Consultant/Project Manager Available ! 

1 8 mths EMU Project Management and | 
Implementation experience. Business Plan creation, 
price transparency and positioning strategy, euro 
compliance, operational efficiency, training and 
communications. 

Write UK Bos B6133, 

One Southwark Bridge, London SILI 9HL 


Appointments 

Advertising 


appeals in the UK edition every 
Wednesday & Thursday and in the 
International edition every Friday. 
For information on advertising 
in this section please call 
Keeley Pope 
on 0171 873 4006 


Financial Times 


GROUP ACCOUNTING 


London Docklands 


M3 Corridor 

Our client is a £3 biilion+ Group with operations 
throughout Europe «rtd in the USA, manufacturing »nrf 
distributing a range of premium products. The Group's 
rircramalisrri struct ure itaiwn* strong financial controls 
exercised through a high-calibre headquarter* mm- The 
new position of .Consolidation Manager has now been 
Cleared. Supported by two qualified assistants hef she will 
make a key contribution to the production of tire Group’s 
plan, budget, forecast, management and statutory 
consolidated financial statements. The experience and 
high-level exposure associated, with this position will 
provide a valuable platform for career development within 
the Group. 


c. £40,000 + car + u/c pension 

Applicants must have a recognised UK accounting 
qualification and have had exposure to the organisational 
anmpWtfy and (t-mavSn g mrimir rf nf a Impi 

gnxjp. This could have been gained directly or through 
their experience in the profession. Age is not critical but 
future opportunities would be most approp ri ate for those 
who have qualified w i t hin the last 3-5 years. A good 
working knowledge of French would be a distinct 


Please write with full CV, mdnrftng c u t i b mi salary and 
daytime tel e phone number, quoting ref e ren ce 1789/FT, to 
Dick Phillips Ads, Ehfllips'& Carpenter. 2-5 Old Bond 
Street. London W1X 3TB. Tel: 0171-493 0156 (24 hours). 


Phillips & Carpenter 


RISK M A T v A G E M — N 



Search and Selection 


C. £45K + Benefits 


AN OUTSTANDING OPPORTUNITY IN THE SECURITIES INDUSTRY 

WHO ARE WE? 

A rapidly growing and prestigious subsidiary of a leading Vltefl Street Investment Bank with an enviable record of 

upon unrivalled customer service. The or ga ni s at ion ts the pre-eminent suppBer of brokerage and investment m 

to Institutional and private client stockbrokers; undertakes nearly 14% of the transactions on the London sefVIC8 '; 

provides PEP administration, nominee, stock lending, and discount brokerage fecflities_ n Stoc * E * change; and 

WHAT IS THE ROLE ? 

A key member of a specialist team dedicated to using the latest techniques, including Control and RiskSeKA«***m«. 
risk and further enhance the control environment. Emphasis rs placed on securing a competitive achrantooo^^^i.^^ 39 * 
technology and reengineering the business processes to improve lat ^ 

processing costs. The successful candidate wifl have the potential to achieve Brie managerial status wSkv^hSi 

WHO ARE YOU LIKELY TO BE? 

( " 6QU,Vat ^ Prafesirional q^Bftcation ). probably wfth a financial services background Yoi , 
significant career advancement mid are able to demonstrate good academic and professional devsfc>orn«Tff« “ tookmgfor 

work In a dynamic part of the financial senrioes sector Is combined with an abffiy to underetarw^KJ S d -^' Youfd “*» to 
environment and the determination to challenge the conventional wisdom. Knowledge of the “^^ b V®* r ’ ess and computer 
advantage but. above aB. you wfll be bright, enthusiastic, a good communicator 


would be an 


NEXT STOPS? 


ff y ou betieve you can contrfcute to the profitable and controlled growth of our business, please uvrt>i» ^ ^ 

requirements and enclose a Cv that Hghtights your relevant achievements. Applications should tK "* ^ meet our 

the Financial Tmes 1, Southwark Bridge, London SE1 SHL and should be received by 22ftfayf “ “ dressed to Box No A61 32 efo 
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COMMERCE 


QATAR GENERAL 


1 “5“ PETROLEUM CORPORATION 


c£50,000 + Car + Benefits 

Our client is a rapidly expanding healthcare business operating on 
a European basis. With revenues in excess of £4.5 billion, its 
unparalleled commitment to customer service and innovative 
healthcare programmes is key to its future growth and 
development 


Qatar General Petroleum Corporation (QGPC), urgently require the 
beicr* mentioned for immediate start. 


Controller Finance 


Due to expansion, a key business oriented finance role has been ' 
identified with regional responsibility for the UK, France and Italy. 
As an integral member of the management team, you will report 
into the Group Financial Controller and work closely with the 
divisional management teams. 

Specific duties will indude: 


The ideal candidate win possess strong financial control, analytical and 
interpersonal skis. At least 12 years experience within an Accounting 
and Financial environment, preferably within an Oil & Gas Industrial 
organisation. Must hold a recognised Professional Accounting Degree 
(i-«- ACA, ACCA, CIMA, CPA or equivalent). 

Employment Package:- 

The rewards like the challenges are substantial. The position offers a 
lax free salary, indefinite term contract, married status, free medical 
and dental care, housing, generous annual leave (with paid airfares) 
and transport allowance. 


Responsibility for evaluating the budgets and plans produced by 
business units and assessing their validity and achievability. 


Please send recent CV, copies of testimonials, photograph and copy of 
your passport to our representatives at the following address: 


For further information about this excellent opportunity please 
quoting ref: FT0160, on 0171 209 1000. Alternatively, send/fax y 
FSS Financial, Charlotte House, 14 Windmill Street, London W1P 
E-mail: jc@fss.co.uk or visit our website at www.fss.co.uk 


you* 


RECRUITMENT AND MANAGEMENT SERVICES LTD. 
173 UNION STREET. ABERDEEN. AB11 6BB 

Tel: (01224) 212929 Fax: (01224) 573845 

e-mail; 


For more information about QGPC and Qatar 
please visit our website http://www.qgpc. com. qa 
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Calderwood Han 


CHIEF FINANCIAL OFFICER 

(Extractives Industry) 


KAZAKHSTAN BASED 


SUBSTANTIAL PACKAGE 

Our client is a multi-billion dollar international group with worldwide interests in metals and minerals. It has recently established 
a joint venture operation in Kazakhstan, to re-develop and manage three large mining and smelting combinats consisting of seven 
imderground mines, predominantly zinc, three smelters, four concentrators, two precious metal refineries and power plants. The 
total workforce currently numbers several thousand employees. 

The success of the operation will depend, inter alia, upon two fundamental criteria; implementing strategic plans to improve die 
performance of the mines, and the effectiveness of the joint relationships established between the Partn er and State regulatory 
bodies. 


The incumbent will have ultimate responsibility for the financial management of the joint venture in such a way as to 
profitability, while maintaining a dose liaison with its senior executives and acting as their financial counsel Tbe remit is wide 
in scope, ranging from an initial “ western isiitgVstreanilining of key accounting systems, procedures and disciplines, to pursuing 
relevant stock market and trading information and anticipating/identifying tbe impact of various fiscal issues and measures on the 
commercial aspects of the total business. 


Candidates must demonstrate considerable authority and personal maturity, supported try strategic vision, practical application 
and sound commercial acumen. An appropriate professional qualification and at least ten years' financial management in 
industry - ideally minuig/mexallurgical related - are sought Russian business experience and a good understanding of tbe 
language are very important and fluency in English is essential. 


[A Chief Project Accountant is also required for a major mine expansion programme currently in progress within the joint 
venture]. 


Please write or, preferably, fax in complete confidence, enclosing a suitably deoiled curriculum vitae Id: 


Graham RW Walker 
CALDERWOOD HAN LIMITED 
29 Holywell Row. London. EC2A 4JB, UK 
Telephone: (44)171377 5520, Fax: (44)171377 5590 



News International pic 


Commercial Accountant 
News Group Newspapers 


£ExceUent 

London 


News International, publishers of the UK's four most successful 
newspapers. The Times, The Sunday Times, The Sun and The News of die 
World, are looking for an exceptional individual for the role of Commercial 
Accountant for the tabloid titles. 


This is a key role working with senior management and helping to shape 

‘to tne 


the development strategy of the 


;gy ot the company. Reporting directly to the 
Controller of Planning and Analysis and to the General Manager of NGN, 


the candidate will be expected to provide financial support to the General 
Manager and to act as the main link between the board, senior operational 
management and central finance. 


WALKER 

HAMILL 


The role involves: 

• management of weekly 
performance analysis 

• forecasting and budgeting 

• formulating a general financial 
overview 

• presenting results to senior 
operational and financial 
management 

• project based work 

• managing and liaising with 
operational accountants 


You zoill hove: 


• a strong academic background 

• around 3-5 years post 
qualification experience 

• analytical and planning 
experience gained in either the 
Newspaper Industry or a similar, 
fast moving sector 

• excellent communication and 
interpersonal skills 

■ good man management skills 


: i It r:n\ 


The rewards on offer include an excellent remuneration package and the 

line ana ( 


chance to develop your career in a highly rewarding 
environment 


dynamic 


id: ■ i 7 : M 44 

r.!\: •!]”] S."° 


Interested applicants should write, in the strictest confidence to our retained 
consultants Nick Biown ACA or Justin Dunner at Walker Hamill Executive Selection, 
forwarding a brief r6snm£ quoting reference NB 4437. All direct responses wifi be 
forwarded to Walker Hamill. Closing date for applications is Friday May 8th- 


n.ilvst 


• i. - Ki*n* 



Our client, a FTSE 100 group with turnover in 
excess of£ 10 biWon, is a world leader in 
electronic communications, electrical and 
mechanical engineering. 


The group's strategy is based upon building 
global leadership positions through increased 
investment in product development and 
acquisitions in chosen business areas. They are 
in the process of launching a culture change 
programme based on customer focus and 
growth. 


Wtthln their engineering business sector based 
in Hertfordshire, due to continued rapid 
exp an s i o n , need has arisen to recruit three 
qualified finance professionals. 


Role 1 

• Provision of nortfinandal performance 
indicators to facilitate the measurement of 
project effectiveness; 

• Provision of strategic financial input into 
new projects determining their implications 
and impact on future markets; 

• Advising Project Directors with regard to 
the status of ongoing projects, with 
particular emphasis to cost opportunities 


and threats, whilst proactively assisting in 
their management; 

Post completion review of concluded 
projects to highlight success and failure 
criteria; 

Foreign currency risk management and 
forecasting. 


Role 2 

• Playing o key role in a team responsible for 
implementing the company standard 
accounting and purchasing systems whilst 
monitoring and refining accounting 
processes and procedures that could result; 

• Coordination of monthly cash forecasts and 
other periodic cash reports; 

• Provision of advice regarding PAYE, 
Corporation Tax and overseas taxes; 

• Developing and managing service level 
agreements and procedures for the 
out so urc i ng of financial accounting 
transaction processes where effective to do so; 

• Striving to defcver the optimum transaction 
processes through continued study and 
development of existing teams; 

• Management and development of sub- 
ordinate staff. 


Role 3 

• Extrac tin g and production of aD information 
necessary to ensure compliance with 
Ministry of Defence long-term contract 
fincmdng regulations through complex 
reporting m odel s ; 

• Liaising with Ministry of Defence accounting 
service personnel, so as to build and 
maintain relationships, ensuring prompt and 
favourable agreements; 


Coordinating the production of cost 
other cost s 


certificates and other cost statements 
required to be produced under Ministry of 
Defence accounting conventions; 
Continually monitoring direct and indirect 
overhead recovery rates to ensure the 
required adjustments are made within 
reafisfic time scales. 


Candidates for oH tiiree roles wit! possess the 

following qualities: 

• A minimum of three years' accounting 
experience; 

• A proven track record of achievement; 

• Excellent analytical, influencing and 
communication sldDs, both within finance 
and across other functions; 


• Adaptive, confident, assertive nature; 

• A high level of computer literacy; 

• Ability to command respect in an 
organisation continually striving for service 
improvements and being willing to take on 
responsibility. 

h must be stressed that Ministry of Defence 
accounting experience is not a prerequisite as 
full training will be provided. 


te tercs ted eppfamte should subm> their 
curriculum vitae to Richard Baker ACMA or 
Parii Kotecha at Harrison WSs, 47 London 
Rood, St Afixms, Herts AL1 HU Telephone 
01727 84066U Fax: 01727 840662. 
E-mdfc sLdbans&bwjpDupxoHi 
Internet: wwwJrwgroupxom 


HARRISON 

^WILLIS 

■ 


HW 


BIRMINGHAM * BRISTOL • CARDIFF • CROYDON • DUBUN • GUILDFORD • LEEDS • LONDON • MANCHESTER • MIDDLESEX • NOTTINGHAM - READING • ST ALBANS 



INVESTOR IN PEOPLE 


knuoaiwiMaav 



sisntit** 


ASSISTANT TREASURER 


International Leisure & Entertainments PLC 

c£55.000 + bonus + benefits 


London 




'Coopers 
! & Lvbrand 


Executive 

Resourcing 


Oar cliern is a nqjor international craenainmaoi and leisure group: turnover exceeds £2bu. approximately half 
gateraicd outside the UK. Profitable and with a owriKS-leading position me number of high growth sect ors, fl* Gioap 
b poised for further expansion, both mgaracally rod by acquisition. A new senior management team is osmnitttdio 

enhancing shareholder value - a process in which tbe ccnlraHsed Group lycasaiy will play a full part. 


Tbe Position 

- Report to Director of Treasury. Lead treasury planning to 
include developing group policies, improved reporting 
rod budgeting are! the structuring offinsreang urinatives. 
• Manage group bank rcfaiiaaships rod rating agencies; 

C i*aiKeiashfrtocaarog^ , ™™^^ l, onagenienL 

-Significant liaison a group and divisional level to 
maintain treasury profile. Involvement in ad-hoc 
projects to include EMU and systems development. 


Qualifications 
■ Bright, ambitious treasury professional Graduate 
with accountancy and/or treasury qualifications. 


• Minimum 3-5 yean* experience in reputable, 
mteraaoooalty-focuscd group function. 


* Articulate, self-motivating and tearo-oriemed Fin* rale 
analytical. inJaperaonal and IT skills. 


write In cqnOdence wHh a CV and remuneration details, to Criterion Search, 50 Regent Street, 
Louden WIR 6LP, quoting re£ 30M. TfcL 8171 470 7212. Fix. 0171 470 717L 




CRITERION 

S E A R C H 



Part or The Curzon PASTNERsmr 




For foe small but rapidly growing UKtfis&ibtGon 
subsidiary of an International group which is a worfd 
leader In Welgenr electronic games and play 
peripherals tor PC's ond other games machines. 


Responsibly Is to foe Managing Director lor foe 
financial rramagemant at foe business, purchasing, 
slock management and foe efficient fuffilment of 
customer orders. This invokes management al a small 
team to a business where high service levels and tight 
financial control are at paramount importance. 


$ven you a good practical understanding ot supply 
chain processes. System strengths, team leadership 
ability aid foe capabfflty ot working in an international 
business culture ore essential requirements, you will 
have every opportunity to demonstrate your broad 
business skffis as an Influential member ol a small 
management team. 


A quaSfled accountant and probably aged up to 35, you 
wffi have experience in distribution businesses which has 


Please send ft# personal and career details, 
including current remuneration level and daytime 
telephone number, in confidence to Irene Ramdehal, 
Coopers & Lybrand ExecuSve Resourcing Lid, Temple 
Court 35 Bull Street Birmingham B4 6JT, quoting 
reference D597 on both envelope and letter. 


Appointments Advertisin 



appears In the UK edition every Monday, Wednesday & Thursday 
and in the International edition every Friday. 

For further information please oaU:Kar! Loynton on +44 0171 873 3694 
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IT Appointments 




• Project Managers • Business Analysts • Consultants • 
RISK MANAGEMENT - DERIVATIVES - TREASURY 


A leading player in the banking and finance sector 
is seeking to recruit talented and ambitious 
individuals. Recent growth combined with new 
initiatives have led to the creation of a number of 
new opportunities within this organisation. 


Exposure to technologies such as Client Server, 
Three-tier Architecture, Data Warehousing, or 
Object Orientared Analysis and Design would 
be useful. 


Working with areas such as Trading Systems, 
Risk Management, Middle Office, Settlements or 
Operations, you will have in-depth knowledge of 
the business together with a good understanding of 
the technology issues to support the business. 


Well qualified academically with good interpersonal 
<lrilh . you will be able to communicate effectively 
at all levels. A high degree of professionalism 
and enthusiasm with a delivery orientated approach 
is essential. 


Currently working with a bank, consultancy 
firm or software house, you are involved 
with the analysis and definition of business 
requirements as well as the recommendation, 
implementation and delivery of appropriate 
solutions. These solutions could be in-house 
developed systems or packages such as 
Kondor+ or Summit. 


These positions wifi be well rewarded and if you 
air able to meet these challenges and have the 
qualities and experience to realise these career 
opportunities, please send your CV to: 


S&H 


Alan Summers quoting reference 
FT0598 at S&H Consulting Limited, 
Lloyds Avenue House, 6 Lloyds Avenue, 
London EON 3AX.1H. (0171) 481 1171. 

email - SHConsuldS'aoLcom 




Specialist Rccruirmenr for .the Banking. and Pjngagg Sector a ad tftti StSp 3 ?ljle;fy % tOv-tfaa^<$cctpt; 1 


INVESTMENT BANKING 


C++/C/MATHS 
TO £60K + BONDS + BENS 

Tup European Bank seek* an experienced Quantitative 
Analyst. The ideal candidate will have a minimum of 2 years 
experience in a professional modelling environment. 
The role will incorporate price evaluation, hedging of 
Derivative product parameters and implementing various 
risk and validation methodologies. You will have at least a 2. i 
degree in mathematics, econometrics or an applied science 
from a recognized institution. Preference will be given to 
thine with a postgraduate degree and programming skills in 
CO* on an VT'UNIX platform and knowledge of SYBASE or 
other RDH.VK 


QUANTITATIVE/^ 

£60K -£80K PACKAGE 


C++ 


Quantitative research group of top US Investment Bank seeks 
an analyst with strong modelling skills and solid C/C++ 
expertise. Primary responsibility is for the design, build and 
implementation of relative value models for the futures and 
options business. Candidates must be sharp minded with a 
strong academic background and be familiar with Monte 
Carlo simulations and yield curve models. 


TEAM LEADER -FIXED INCOME ANALYTICS 

£70K - £100 K PACKAGE 

High calibre Financial Engineer sought by world leading US 
Investment Bank. Leading a team of 8, you will provide 
technical and business guidance in the delivery of pricing 
and analytic tools for the Fixed Income Group. Candidates 
must have strong C++. SYBASE skills, quantitative skills and a 
thorough understanding of the Fixed Income Market. 

PROJECT MANAGERS/ 

BUSINESS ANALYSTS - EQUITIES 

£70K - £12 OK PACKAGE 

Leading Derivatives player seeks high calibre systems 
professionals for the global delivery of an Equities trading 
system. Project Managers must hove a minimum of five years 
experience and proven ability to deliver projects on time and 
within budget. Business Analysts must have a minimum of 
three years investment banking experience, including data 
modelling, design and leadership skills. A thorough 
understanding of the equities marker is essential for 
boih roles. 


C++/EXOTICS 

£60K - £90 K PACKAGE 

Exotics group of this leading European Investment 
house seek an IT resource to assist in die development 
and implementation of exotics pricing tools. Candidates 
must be highly numerate with solid C++ skills 
and have some understanding of pricing and the 
exotics market. Exceptional candidates may be considered 
without exotics experience but must have some financial 
experience 




MATHS/C + +/S AS 

TO £50K + BONUS +-BENS 

Elite American research and development concern is 
currently expanding its UK operations and requires 
numerate Programmers and Researchers. Working 
primarily in the areas of Equity and Fixed Income, 
emphasis is placed upon solid 5A5 and/or C++ programming 
with a firm grasp of statistical regression analysis 
methods. You will have mathematically based education 
to degree level and an ability to produce programming 
and research work to an exacting standard. Previous 
financial knowledge is desirable, though not a 
prerequisite. This Is an outstanding opportunity to join 
a team famous for their products and papers. 


The people the City turn to first. 


Many of our clients also offer Contract opportunities requiring the above skfls. 

AJ?C are p/vteTOd aufipMrs » tfw Up financial InsttuVona. This is a selection of current oppemrUes *i (ft* City. We have many more. 

Our conajltants have an In-ttepth undertaxing m di« martet and tow it can work best lor you. so please cat Stephan Hmrtina or Paul VAMm on 
0171 287 2K5 10 Asai&s you OpMns. ADemalMlIy ptease sent to or e-ma(J ycwr C V to us at AflC Recnitmert. 15-16 New Burtn^tmSL London WlX IFF. 

Fa*: 0171 287 9688. E-fnaJsrc&qot&coiA 


PROJECT MANAGEMENT 


INTEREST RATE PRODUCTS 
To £80,000 + Benefits 


GLOBAL EQUITIES 
To £100,000 + Exec Pkge 


As ooe of the most prestigious i nves tm e nt ba n k ing groups with a 
nuly global prrimrr nnr rtirrit nhrryi itrr'n fnr p~**~****~* * rl **** T ’ 
m.rtMi cover Corporate Banking. Advisory services. Fund 
Management. Equities and Fried Income. They now seek Two 
Project Manages with a proven track record of dehveiy in foe 
derivative markets (Swaps, Band Option. Equity or Interest 
Rates). You win have a muKtate fist degree (2:1 or beta) and be 
irotoig Tor an investment bank or City so ft ware pnxfact rappHa. 
Your experience will include: OO Developments. WWW 
Technology. Package Implementation skills and Risk 
Management. First class iefer-penana] skiBs are es s e n ti a) . 


As one of foe wily global investment bonks our client is csthazUng 
on tbe roO oni of a Global Older Management system which will 
be an part of its trading strategy for the future. Thu is a 

high profile and miasma critical position where foe successful 
applicant will be ride to demonstrate a first class academic record 
with a proven track record u foe Equities marfca place. You wi ll 
haw 10 yeas experience of delivering major project developments 
<at fore and within budge* fbr leading Chy injtttutian*. You will 
have excellcBt inter peu o na L motivational and team building skills 
as well as foe abOiiy to support foe relationship with foe ritsincss 
sponsors. 


CREDIT RISK SYSTEMS 
To £65,000 + Bonus 


INTERNATIONAL LAW FIRM 
To £55,000 + Benefits 


Oar client is one of foe CrpN Markets and Derivatives 

iasritnrioas in London, Their repnratkm has been built on 
innovative develop meal and foe p rovision of quality 

research in Equities. Bonds and Fried Income marinas. They now 
require an experienced project manager to take control of foe 
delivery of a new Credit Risk Management system. Yin unD have 
3-5 years proven project management experience delivering 
systems in Capital Markets. preferably risk 
minap-m^ ^ i/ i ’Virivaawt. A graduate with a tunnel ate degree you 
will be able to demonstrate efient server development skins: 
ideally, NT, Cotba and Relational Database skills. 


(Viff of foe most prestigious law fimis in foe Ciiy of L o n don is 
looking fora Hub "Hybrid" project manager to take responsibility 
for tbe design, development and saccessfol impleme nt a t ion of new 
IT systems. Repotting to foe IT Director your stall sets will 
include: analysis, management of oni sourced 

development, project management and systems impte m e nan on 
Experience of Lows Notes. Visual Baric and 
Intcmei/Zntranei deve l opment s ore essential Hu role requires a 
high level of inter petstmal and prese n ta tion ski ll s , as foe need to 
sett foe ideas and solutions from a htrancaw rather than technical 
v iewp o int are casaa iaL 


V 


For further infoimatioti on these and other positions please contact Rod Macfeonde or 
f*a« C ari y an at Zarak Group Technology an 0V71+523 3720. Fax on 0171 523 
3721(01279 725683 evenings and weekends) or write to 37 Sun Street. London EC2M 
2PY. E- mail rodjnackeocne^zarakgroup-ctHn 


Z G T 


ZARAK CRO 

TECHNOLO 


vj 


in ac; 


.in 




BUSINESS ANALYST, PROJECT MANAGER. SYSTEMS TESTER 
OTC AND EQUITY DERIVATIVES 


Our client is a leading global investment bank whose market activities include a strong presence m OTC and Equity Dcnramrx. A significant 
expansion pLm and strong commitment have h+«-n applied to tbe development of state-of-the-art technology for these areas of business. 


They require a Project Manager. Business Analyst nod Systems Tester to work with the IT team developing and supporting solutions. Current 
projects include the development of a large scale OTIC Derivatives settlement system which will support all OTC Interest Rate products such 
as interest Rale and Currency Swaps, Caps. Floors, Forward Rate Agreements. Swaptions. Bond Options etc. Major functional component* of 
the OTC settlement system will be accounting, payments and confirmation processing. 


PROJECT MANAGER 

Heading up a team of Business Analysts and Analyst Programmers, you will have overall responsibility for ihc production of deliverable*. 
You will t« educated to degree leveL and have at least three years Project Management experience within the financial/banking cm ironmeni 
with excellent structured analysts and design methods. Ideally you will have experience of settlements (payments, confirmations, accounting) 
together with an understanding of OTC Derivative products. A flexible p ers on who is team oriented, strong verbal anil written cuntumnicatioo 
skills are a must. In terns of technology, the ideal candidate will have good working knowledge of Sybase. Unix and Window s NT. 


BUSINESS ANALYST 

As part of a small team of Business Analysts, yon will work closely with Analyst Programmers on the analysis, design, buikl. test and delivery 
of ihc module. Educated to degree leveL you will have at least two years experience of the financial/banking arena with good working 
knowledge of Sybase. Unix and Windows NT. It is essential that you are a flexible team player and possess excellent interpersonal skills as 
you will be working ckvelv with other teams to ensure foal their deliverable dovetails with tbe overall architecture. 


SYSTEMS TESTER 

Tbe successful candidate will have at least two years experience within the investment banking/financial arena together with degree level 
education. Yon will be part of a team of Jesters working on various systems within the OTC and Equity Derivatives area. A good team player, 
it is essential that you are highly motivated with the ability to set targets, mobilise resources and plan and structure your approach to your 
work. Familiarity with Sybase. Unix and Windows NT would be an advantage, although tbe most important quality you will f>jss»s»s is an 
intelligent and inquisitive mind. 


These are outstanding opportunities to join an organisation which is capitalising upon its position as market leader in the arena of OTC and 
Equity Derivatives. Ad excellent career structure is in plat* to ensure dial ambitious individuals are able to fulfill their potential. If you have a 
proactive approach and can succeed in a challenging environment, please contact our consultants. 


For further information contact 
Fiona Phillips or Alex Blair 
Huxley Associates. 

17 St Helens Place, 

London EC3 A 6DE 


».3SS7snrrsc: 



Telephone: 

Fax: 

Email: 


0171 335 5S90 
0171 335 0008 
Jobs@HuxIcy.co.uk 





Quantitative Analysts 


US INVESTMENT BANK 

EQUITY DERIVATIVES/FIXED INCOME DERIVATIVES 
RESEARCH/RISK 
CITY 


Our client b one of the lew truly global players in 
investment banking with a strong reputation for 
leadership in financial product development and 
technological innovation. 

They are seeking to recruit a quantitative analyst 
.rod several quantitative developers to join their 
Quantitative Research Group. Highly innovative, 
the group is a stimulating mix of quantitative 
■i n ;i lysis, quantitative developers and 
sales* trad era developing, enhancing and 
integrating trading strategies and risk models. 

An excellent science/mathematics background 
is required and should include a 1st or 2.1 
honours degree from a top-tier 
university preferably with a higher 
degree and a minimum of one 

Millar Associates 


years' experience gained either in a bank or 
financial software house. 


>Y\ 


For both roles, hands-on computing experience is 
required and. for the developer role, G.C++, Visual 
C++, Visual Basic. OO, Excel, etc. Your 
entbusism, energy and drive will be a distinct 
advantage. 

Remuneration packages are excellent and include 
a substantial bonus and banking benefits package. 

In tbe strictest confidence, please send a full CV to 
Craig Millar or Shelley Ashton at Millar Associates, 6 
Slaane Street. Knightabridge, London, SWlX 9LE. 
Please quote reference no FT2904. 
Tel: 0171 823 2222. Fax: 0171 823 2208. 
E-mail jniUarassodates@swl.tehne.com 


SYSTEMS CONTROL MANAGER 


EXCELLENT OPPORTUNITY IN NEW TREASURY FUNCTION 


LONDON 


c. £60-80,000 + SUBSTANTIAL BENEFITS 


• Previously Britain's hugest building society tbe 
Halifax convened to pic status in 1997. Whh assets of 
over it 30 baton, a customer base of over 20 milli on 
and almost 900 branches, it to one of Britain's trading 
banks. 


• A major business sector of the Halifax Group, 

HaBfiuc Treasury plans to expand Its activities to create a 
fan service bank treasury and capital maria** division. 
This vnU involve relocating part of dye business Co 
London. 


• Graduate calibre, you win have at least ten years 
experience in an IT function of a wboJesalc/mvestment 
bonk. Extensive experience of systems methodologies 
and control techniques will be combined with an 
anderstancBng of systems risk/compfhoce modelling 
techniques and implementation of QA/QC disciplines 
within an IT function. Audit exposure and knowledge of 
products in areas such as money markets, foreign 
exchange and capital markets would be advantageous. 


• A key player in the IT function win be tbe Systems 
ComroJ Manager who wiH be responsible fbr establishing 
a professional quality controlled env ir o nm ent. 

Activities will Include devising and implementing 
standards and procedures, conducting risk analysis on 
systems, regulatory Uatoon and advising on Information 
security. 


• You wffl be a sdf-staning, tenacious tocilitator who is 
able to operate effectively in a new operation at both 
strategic and operational levels. You will have excellent 
communication, i n te r p ers onal and people management 
skflb as wd! as a strong propensity to action. 

• This to an excellent opportunity to set up a small high 
profile team and gain exposure to the business as a 
whole as well as to senior management across the bank. 


HALIFAX 


k apply fa writing quoting re feren c e 1 625 
with (Id c a raac i and salary detaQs to: 

Ron Makawsld 
WUtcbead Selection 
11 HO Street, London WLX BBB 


Tel: 0171 290 2054. 


Whitehead 


SELECTION 


www.gtaetco.uk/wfcfccbead 


• tad 


INTERNATIONAL SEARCH & SELECTION 


l Crimp PIC nxmiiny 
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Net .Works 


The FT IT 


Recruitment section 




iso available 
all week on 


FT IT Recruitment 
appears each 
Wednesday in the 
UK edition, and 
each Friday in the 
international 
edition 



Attractive Package 

. , V This .Ban excifitiQ 

focus is tHa Risk Enjftte&eaTof tftrs- 
Management and INpNJJ5::aHfcSno s\ 


GlojbalRoll-out 


www.FT.coro 



For more information on 
how to reach the top IT 
professionals in business 
call: 

Chris Ibbotson 
on +44 171 873 3351 



For derailed information call us on the numbers below quoting ref: FT/O^/PAB/Og 


1 Croveland Court. Bow Lane. London EC4M QEH. Tel: 0171 236 4236 Fax: 0171 236 421 
Emoil:infoi= citiclite.co.uk website: http://' \vww. citielite.cc.uk 
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